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SECURITIES INVESTOR PROTECTION ACT 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 19/December 3, 1974 


Admin. Proc. File No. 3-4121 


In the Matter of 


MILES U. BRAUFMAN 
St. Louis Park, Minnesota 


ORDER DISMISSING PROCEEDINGS 


These are proceedings under the Securities Investor Protec- 
tion Act with respect to Miles U. Braufman. The only allega- 
tion against him is that he was secretary of a registered 
broker-dealer (“‘registrant’’) for which a trustee was appoint- 
ed under the Securities Investor Protection Act. It now ap- 
pears that Braufman was not involved in registrant’s finan- 
cial or recordkeeping activities and had no overall manager- 
ial responsibilities. 


Accordingly, 1T 1S ORDERED that these proceedings be, 
and they hereby are, dismissed as to Miles U. Braufman. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5544/December 3, 1974 


Admin. Proc. File No. 3-4419 
In the Matter of 


LOCATING DEVICES, INC. 
95 Marcus Boulevard 
Hauppauge, New York 


(24 NY-7187) 


FINDINGS AND ORDER PERMANENTLY SUSPENDING 
REGULATION A EXEMPTION 


Locating Devices, Inc. (“‘issuer’’) filed with the Commis- 
sion a notification and offering circular and amendments 
thereto for the purpose of obtaining an exemption from 
the registration requirements of the Securities Act, pur- 
suant to Section 3(b) thereof and Regulation A there- 
under, with respect to a public offering of 55,000 units 
at $3 per unit. Each unit consisted of one share of the 
issuer's common stock and a warrant to purchase an 
additional share. 


The Commission issued an order temporarily suspending 
the exemption. And the issuer thereafter submitted a 
stipulation and consent. Solely for the purpose of these 
proceedings, and without admitting or denying the 
allegations in the temporary suspension order, the issuer 
consents to the findings set forth below and to the entry 
of an order permanently suspending the exemption. 


On the basis of the stipulation and consent, it is found 
that: 


1. The offering circular was false and misleading in that 
it stated that no material change in the issuer’s financial 
condition had taken place since the date of the financial 
statements when, in fact, the issuer had sustained a sub- 
stantial loss that was not reflected in the circular; and 
failed to state that a portion of the net proceeds of the 
offering would be used to repay a loan from a former 
underwriter and to pay other debts. 


2. The offering was made in violation of Section 17(a) 
of the Securities Act. 


In light of the foregoing, it is appropriate to enter an 
order permanently suspending the exemption under 
Regulation A. 


Accordingly, 1T 1S ORDERED, pursuant to Rule 261 of 
Regulation A under the Securities Act, that the exemp- 
tion from registration with respect to the above public 
offering by Locating Devices, Inc. be, and it hereby is, 
permanently suspended. 
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For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Releage No. 5545/December 6, 1974 


Admin. Proc. File No. 3-4559 


In the Matter of 


ECOLOGICAL MANUFACTURING CORP. 
49-65 Van Dam Street 
Long Island City, New York 


(24 NY-7424) 


FINDINGS AND ORDER PERMANENTLY SUSPENDING 
REGULATION A EXEMPTION 


Claiming an exemption from the Securities Act's registration 
requirements under Section 3(b) of that statute and Regula- 
tion A thereunder, Ecological Manufacturing Corp. made an 
unregistered distribution of 200,000 shares of its common 
stock to the public at $2.50 per share. The Commission 
later issued an order temporarily suspending the claimed 
exemption. Ecological now consents to that order being 
made permanent and to the findings below. 1/ 


On the basis of the temporary order and of Ecological’s 
consent, it is found that: 


(A) Ecological’s notification, offering circular, and sales 
literature were deceptive in that: 


(1) The statements therein about the company and its 
product were inaccurate. 


(2) The disclosure about the academic and professional 
backgrounds of Ecological’s president and vice president 
were misleading. 


(3) Ecological’s intent to disburse a material portion of 
the offering’s proceeds to various persons who contributed 
to the success of the offering was undisclosed. Also undis- 
closed was Ecological’s intention to lend a significant por- 
tion of the proceeds to the underwriter. 


(4) No reference was made to the fact that Ecological 
had agreed to employ the underwriter’s counsel in the 
future. 


(5) The statements about the terms of the offering and 
about the finder’s identity were inaccurate. 


(B) Ecological’s Form 2-A report to the Commission 
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about the uses to which the proceeds of the offering had 
been put was false. 


(C) Ecological failed to file certain sales material with the 
Commission. 


Accordingly, 1T IS ORDERED that the exemption from 
registration with respect to the above public offering of 
securities by Ecological Manufacturing Corp. be, and it 

hereby is, permanently suspended. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ That consent is solely for the purpose of disposing of 
these proceedings. Ecological neither admits nor denies 
the allegations in the temporary order. 





SECURITIES ACT OF 1933 
Release No. 5546/December 6, 1974 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8609/December 6, 1974 


EXTENSION OF TIME FOR SUBMISSION OF COM- 
MENTS ON PROPOSAL TO AMEND THE STATEMENT 
OF POLICY WITH RESPECT TO THE USE, FORM, AND 
CONTENT OF SAMPLE CHARTS SET FORTH IN 
SALES LITERATURE EMPLOYED IN THE SALE OF 
INVESTMENT COMPANY SECURITIES 


The Securities and Exchange Commission has extended 
from December 30, 1974 until February 14, 1975, the 
period within which written views and comments may 

be submitted on the proposed amendments to the State- 
ment of Policy under the Securities Act of 1933. The pro- 
posed amendments were announced on November 4, 1974 
(Securities Act Release No. 5537 and Investment Com- 
pany Act Release No. 8571) and would permit certain 
sample charts which would portray investment results on 
a total return basis to be set forth in sales literature em- 
ployed in the sale of investment company securities. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 








SECURITIES EXCHANGE ACT 








Release No. 11121/December 3, 1974 
Admin. Proc. File No. 3-4106 
In the Matter of 


RICHARD SEIDMAN 
ROBERT SCHENCK 
New York, New York 


ORDER DISCONTINUING PROCEEDINGS 


The order instituting these proceedings under the Securities 
Exchange Act alleged that Richard Seidman and Robert 
Schenck violated or aided and abetted violations of the 
antifraud and recordkeeping provisions of Section 17(a) 

of the Securities Act and Sections 10(b) and 17(a) of the 
Exchange Act and Rules 10b-5 and 17a-3 thereunder. 


Stating that it has been unable to serve either of the above 
named respondents, the Commission’s Division of Enforce- 
ment moves to discontinue these proceedings as to them. 


Accordingly, IT IS ORDERED that these proceedings be, 
and they hereby are, discontinued as to Richard Seidman 
and Robert Schenck; and it is further 


ORDERED that this discontinuance be without pre- 
judice to the institution of other proceedings against 
Richard Seidman and Robert Schenck founded on the 
allegations set forth in the order instituting these proceed- 
ings. 


For the Commission, by the Office of Opinions and Re- 


view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11122/December 4, 1974 


An order has been issued granting the application of the 
Pacific Stock Exchange, Inc. for unlisted trading privileges 
in the common stock of the following companies: 


American Electric Power Company, Inc. 
American Home Products Corporation 
Beatrice Foods Company 

Chase Manhattan Corporation 

Coastal States Gas Corporation 
Colgate-Palmolive Company 

Duke Power Company 

Houston Lighting & Power Company 
Howard Johnson Company 
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The Louisiana Land and Exploration Company 
Manufacturers Hanover Corporation 

J. P. Morgan & Co., Incorporated 

Philadelphia Electric Company 

Public Service Electric and Gas Company 
Virginia Electric and Power Company 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11123/December 5, 1974 


Admin. Proc. File No. 3-4513 


In the Matter of 


G. K. ALLEN & CO., INC. 
Old York Road 
Jenkintown, Pennsylvania 


(810113) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these broker-dealer proceedings under the Securities 
Exchange Act, G. K. Allen & Co., Inc. (“registrant’’), a 
registered broker-dealer, has submitted an offer of settle- 
ment which the Commission has determined to accept. 
Solely for the purpose of these and any other proceed- 
ings brought by the Commission, and without admitting 
or denying the allegations in the order for proceedings, 
registrant consents to certain findings of violations and 
to the imposition of a specified sanction. 


The order for proceedings charges that, during the period 
from about August 1970 to November 1972, registrant 
made material misstatements to purchasers and prospec- 
tive purchasers in connection with its offer and sale of 
common stock of Lomma International, Inc. On the basis 
of the offer of settlement, it is found that registrant will- 
fully violated Section 17(a) of the Securities Act and 
section 10(b) of the Exchange Act and Rule 10b-5 
thereunder. 1/ 


The offer of settlement provides that registrant’s broker- 
dealer registration may be suspended for 30 days with the 
proviso that, during its suspension, registrant may engage 
in transactions involving mutual funds and may accept and 
fulfill unsolicited orders involving transactions in securities 
by customers who were such on the date of this order. In 
addition, registrant undertakes not to act as underwriter of 
an issue of securities for a period of six months imrnediate- 
ly following its suspension, and that it will not act as an 
underwriter thereafter until it has satisfied the Commis- 
sion’s staff of its ability to perform such functions of due 
diligence as are usually performed by an underwriter. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 
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Accordingly, 1T 1S ORDERED that, subject to the terms, 
conditions and undertakings set forth above, the registration 
as a broker and dealer of G. K. Allen & Co., Inc. be, and it 
hereby is, suspended for a period of 30 days, commencing 
10 days after entry of this order. 


For the Commission, by the Office of Opinions and Review, 


pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11124/December 6, 1974 


RESCISSION OF THE REQUIREMENT FOR FILING 
AN EDP ATTACHMENT WITH REPORTS ON FORM 
10-K AND 10-Q UNDER THE SECURITIES EXCHANGE 
ACT OF 1934, AND WITHDRAWAL OF A PROPOSED 
AMENDMENT TO FORM 10-K 


(Effective date for rescission of the EDP 
attachment: Immediately upon publication 
in the Federal Register. )' 


The Securities and Exchange Commission today announced 
the rescission of the EDP attachment heretofore required to 
be filed in certain instances with reports on Forms 10-0 and 
10-K under the Securities Exchange Act of 1934 (“Exchange 
Act”), and the withdrawal of a proposed amendment to 
Form 10-K under the Act. 


Rescission of EDP Attachments 


In Securities Exchange Act Release Nos. 9443 (January 10, 
1972) and 9502 (February 22, 1972), the Commission 
adopted amendments to Forms 10-O and 10-K to elicit in- 
formation concerning recent transactions by the issuer in 
unregistered securities. The information included transac- 
tions in securities, debt as well as equity, issued in reliance 
upon the exemption from registration provided by Section 
4(2) of the Securities Act of 1933. For statistical purposes, 
the Commission also then adopted an EDP attachment to be 
filed in certain situations as Exhibit | to Form 10-K and 
10-Q. 


The EDP attachment was intended as a current compilation 
of information generally reflected in the report of which it 
was an exhibit, and it has been utilized by the Commission 
to gather information for various purposes. At this time, the 
Commission has determined that the functional justification 
for the preparation and filing of the EDP attachment no 
longer warrants its use, and accordingly the Commission 
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has rescinded the requirement that the EDP attachment be 
filed as Exhibit | to Form 10-K and Form 10-Q. 


Withdrawal of Proposed Amendment to Form 10-K 


In Securities Exchange Act Release No. 9576 (April 20, 
1972), the Commission announced a proposal to amend 
Form 10-K by adding a new Item 16. The proposed amend- 
ment would have required identification of the information 
contained in the annual report to security holders. In view 
of the Commission’s recent action to improve the disclo- 
sure in annual reports furnished to security holders and to 
improve the dissemination of annual reports to security 
holders, (Securities Exchange Act Release No. 11079 
(October 31, 1974)), the Commission hereby withdraws 
the proposed amendment to Form 10-K. 


The Commission has found that the rescission of the EDP 
attachment relieves a restriction and that publication for 
comment is not required under the Administrative Pro- 
cedure Act. The foregoing action is taken pursuant to 

the Securities Exchange Act of 1934, particularly Sections 
13, 15(d) and 23(a) thereof, and shall become effective 
immediately upon publication in the Federal Register; 
however after the date of this release, no objection will be 
raised by the staff of the Commission if an EDP attach- 
ment required to be filed prior to such effective date is 
not filed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18684/December 2, 1974 


In the Matter of 


ALABAMA POWER COMPANY 
P.O. Box 2641 
Birmingham, Alabama 35291 


GULF POWER COMPANY 
P.O. Box 1151 
Pensacola, Florida 32520 


GEORGIA POWER COMPANY 
P.O. Box 4545 
Atlanta, Georgia 30302 


MISSISSIPPI POWER COMPANY 
P.O. Box 4079 
Gulfport, Mississippi 39501 









(70-5588) 






NOTICE OF PROPOSAL TO ISSUE FIRST MORT- 
GAGE BONDS FOR SINKING FUND PURPOSES 







































NOTICE IS HEREBY GIVEN that Alabama Power Com- 
pany (“Alabama”), Gulf Power Company (“Gulf”), 
Georgia Power Company (‘‘Georgia”’), and Mississippi 
Power Company (‘Mississippi’), all of which are public- 
utility subsidiaries of The Southern Company, a registered 
holding company, have filed a declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating Sections 6(a) and 7 of 
the Act and Rule 50(a)(5) promulgated thereunder as 
applicable to the following proposed transactions. All 
interested persons are referred to the declaration, which 
is summarized below, for a complete statement of the 
proposed transactions. 


Alabama, Georgia, Gulf, and Mississippi propose to issue 
their respective First Mortgage Bonds (“Sinking Fund 
Bonds”) and to surrender such Sinking Fund Bonds to the 
trustees under their respective Indentures for the purpose 
of satisfying the sinking fund (improvement fund, in the 
case of Alabama) requirements thereunder for 1975. The 
amounts and series of Sinking Fund Bonds proposed to be 
issued as follows: 





Name of 

Company Amount Series 

Alabama $11,024,000 3%% Series due 1985 
Georgia 16,410,000 2-7/8% Series due 1980 
Gulf 1,766,000 3%% Series due 1984 
Mississippi 1,829,000 2-3/4% Series due 1980 


The Sinking Fund Bonds are to be issued on the basis of 
unfunded net property additions, thus making available 

for construction purposes cash which would otherwise be 
needed to satisfy the sinking fund requirements or to pur- 
chase bonds to be used for such purpose. It is stated that 
the delivery of the Sinking Fund Bonds is exempt from the 
competitive bidding requirements of Rule 50 by reason of 
clause (a)(5) thereof inasmuch as such Bonds will not con- 
stitute obligations of the companies for the payment of 
money. 


The fees, commissions, and expenses incurred or to be in- 
curred in connection with the proposed transactions will 
aggregate $4,850, of which total fees for legal counsel will 

be $1,200. The Alabama Public Service Commission, the 
Georgia Public Service Commission, and the Florida Public 
Service Commission have jurisdiction over the issuance of the 
Sinking Fund Bonds by Alabama, Georgia, and Gulf, respec- 
tively. No other State commissions and no Federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 30, 1974, request in writing 
that a hearing be held on such matter, stating the nature 

of his interest, the reasons for such request, and the issues 
of fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
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Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarants at 
the above-stated addresses, and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the declaration, as filed or as it may be amended, 
may be permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18685/December 3, 1974 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N. W. 
Atlanta, Georgia 30303 


(70-5592) 


NOTICE OF PROPOSAL TO SELL UNDIVIDED INTER- 
EST IN NUCLEAR GENERATING UNITS AND ENTIRE 
INTEREST IN TRANSMISSION FACILITIES ASSOCI- 
ATED THEREWITH 


NOTICE IS HEREBY GIVEN that Georgia Power Com- 
pany (“Georgia”), an electric utility subsidiary of The 
Southern Company, a registered holding company, has filed 
a declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘“Act’’), designating 
Section 12(d) of the Act and Rule 44 thereunder as appli- 
cable to the following proposed transaction. All interested 
persons are referred to the declaration, which is summar- 
ized below, for a complete statement of the proposed 
transaction. 


Georgia proposes to enter into Purchase and Ownership 
Participation Agreements (‘‘Ownership Agreements’’) with 
the Oglethorpe Electric Membership Corporation (‘’Ogle- 
thorpe”’), an electric membership corporation organized 
under Georgia law, for the sale of a 30% undivided interest 
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as tenant in common in two 807 MWe nuclear generating 
units known as the Edwin |. Hatch Nuclear Units Nos. 1 
and 2 (“Hatch Units’’) and in two 865 MWe fossil generating 
units known as Plant Hal Wansley Units Nos. 1 and 2 
(“Wansley Units’’). The closing date for sale of the Hatch 
Units has been scheduled for January 6, 1975, and the clos- 
ing date for sale of the Wansley Units has been scheduled 
for October 1, 1975. The Ownership Agreements provide 
that, at each closing, Oglethorpe will pay Georgia an 
amount equal to 30% of Georgia’s cost incurred in the con- 
struction of the units plus Georgia’s cost of long-term bor- 
rowing to finance such construction. The Ownership Agree- 
ments also provide that Oglethorpe will make monthly pay- 
ments in advance to Georgia in respect of 30% of all costs 
to be incurred in the construction and completion of the 
units. 


It is stated that Georgia expects to receive approximately 
$194 million at the January 6, 1975, closing on the Hatch 
Units, and will apply such proceeds to its construction pro- 
gram or to the payment of short-term indebtedness incur- 
red for such purpose. Georgia has requested authorization 
to increase its presently authorized levei of short-term in- 
debtedness from $250 to $450 million through March 31, 
1975 (File No. 70-5463). 


Georgia also proposes to enter into operating agreements 
(“Operating Agreements’) with Oglethorpe providing for 
the sole operation and management of the units by Georgia 
and for payment by Oglethorpe and Georgia, respectively, 
of 30% and 70% of all costs incurred in operating and main- 
taining the units. The Operating Agreements also provide 
for Oglethorpe to pay Georgia an amount equal to 10% of 
Oglethorpe’s portion of such operation and maintenance 
costs (other than fuel costs) as compensation for Georgia's 
services, and for Georgia to purchase from Oglethorpe de- 
clining fractions (beginning with 2/3) of Oglethorpe’s 
capacity and energy from each unit during the first seven 
years of its commercial operation at a cost which is a func- 
tion of Georgia’s and Oglethorpe’s carrying costs and of 
Georgia’s operating costs. During the first six months after 
the January 6, 1975 closing Georgia will purchase 100% of 
the capacity and energy owned by Oglethorpe from the 
Hatch Unit No. 1. The Operating Agreement for each of 
the Wansley Units will terminate 40 years after the commer- 
cial operation date of the respective units, and the Opera- 
ting Agreement for the Hatch Units will terminate Decem- 
ber 27, 2012. 


Georgia also proposes to sell to Oglethorpe at the January 
6, 1975, closing 100% of certain Hatch Unit and Wansley 
Unit transmission facilities at a price equal to Georgia’s 
cost of construction thereof plus costs of long-term bor- 
rowings to finance such construction, and to enter into an 
Integrated Transmission System Agreement (“Transmission 
Agreement”) with Oglethorpe pursuant to which it will act 
as Oglethorpe’s agent in completing construction of such 
transmission facilities at a price equal to the cost of com- 
pletion of construction plus 15%. Georgia will also operate 
and maintain certain of the transmission facilities as Ogle- 
thorpe’s agent for a price equal to the costs associated 
therewith plus 15%. The transmission Agreement also pro- 
vides for Georgia and Oglethorpe to make proportionate 
investments in future jointly used or usable transmission 
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facilities. The Transmission Agreement will terminate on 
December 31, 2008. 


A statement of the fees, expenses and commissions incur- 
red or to be incurred in connection with the proposed 
transaction will be supplied by amendment. The transac- 
tion with respect to the Hatch Units is subject to the juris- 
diction of the Atomic Energy Commission. It is stated that 
no State commission, and no other Federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, oot later than December 27, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the declara- 
tion, as filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 

a hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18686/December 4, 1974 


In the Matter of 


MICHIGAN POWER COMPANY 
AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-4538) 


SUPPLEMENTAL ORDER REGARDING EXTENSION 
OF TIME FOR ISSUE AND SALE OF NOTES TO BANKS 
BY SUBSIDIARY COMPANY AND OPEN ACCOUNT 
ADVANCES BY HOLDING COMPANY 





American Electric Power Company, Inc. (““AEP’’), a regis- 
tered holding company, and its public-utility subsidiary 
company, Michigan Power Company (’’MPC"’), have filed 
with this Commission a post-effective amendment to their 
declaration, as previously amended, filed in this proceeding 
pursuant to Sections 6(a), 7 and 12(b) of the Public Utility 
Holding Company Act of 1935 (““Act’’) and Rule 45 pro- 
mulgated thereunder regarding the following proposed 
transactions. 


By prior orders issued in this proceeding, MPC has been 
authorized to make borrowings from time to time prior to 
December 31, 1974, from the National Bank of Detroit 
(“National”) and the First National Bank of Canton (“Can- 
ton’’) in an aggregate amount not to exceed $4,000,000 
outstanding at any one time. The maximum amounts of 
such borrowings outstanding at any one time are to be 
$4,000,000 from National and $1,400,000 from Canton; 
however, in no event is the aggregate amount of such bor- 
rowings to exceed $4,000,000 outstanding at any one 
time. The Commission has also authorized AEP to make 
oOpen-account advances to MPC up to $12,000,000 out- 
standing at any one time. Such advances are to be repaid 
on or before December 31, 1974, provided that advances 
are not to be repaid before the preferred stock of MPC is 
retired. Holding Company Act Release Nos. 15872 (Octo- 
ber 10, 1967), 16051 (May 2, 1968), 16383 (May 26, 
1969) 16559 (December 16, 1969), 16880 (October 28, 
1970), 17405 (December 21, 1971), 17508 (March 23, 
1972), 17783 (November 29, 1972) and 18232 (Decem- 
ber 27, 1973). 


Declarants now request authorization for an extension 
from December 31, 1974, to December 31, 1975, of the 
time in which MPC may have its notes to National and 
Canton outstanding, of the time for making of open ac- 
count advances by AEP to MPC and of the time for repay- 
ment of such open account advances. It is provided that, 
unless otherwise ordered by this Commission, the open 
account advances will not be repaid prior to the retire- 
ment of MPC’s outstanding preferred stock. 


The proposed notes to National and Canton will be dated 
as of the date of the borrowing, and will mature in not 
more than 270 days from the date of issuance or reissuance 
thereof. The notes will bear interest at a rate per annum 
equal to the prime rate in effect from time to time at the 
lending bank and will be prepayable, in whole or in part, 
at any time by MPC, without premium or penalty. It is 
stated that sufficient bank balances to meet operating 

and financial needs are generally kept at National and Can- 
ton, so that no additional balances will generally be re- 
quired in connection with the borrowings. If the average 
of such balances were maintained solely in order to fulfill 
prevailing compensating balance requirements of approxi- 
mately 20%, the effective interest cost to MPC of the issu- 
ance and sale of the notes would be approximately 13.1% 
assuming a prime rate of 10.5%. 


The proceeds from the notes to National and Canton and 
the open-account advances are required by MPC in con- 
nection with its construction program, which for the year 
1975 is expected to amount to approximately $3,500,000 
and to pay bank loans the proceeds of which were used in 
connection with past expenditures in connection with 
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MPC’s construction program. Declarants state that the open- 


account advances will be repaid with a portion of the pro- 
ceeds to be realized by MPC in connection with the divest- 
ment by MPC of its gas assets and that the bank loans will 
be repaid from internal cash sources or the issuance of such 
securities by MPC as the Commission may authorize. 


It is stated that as of November 8, 1974, there were out- 
standing notes payable to National in the amount of 
$2,750,000 and $1,250,000 of notes payable to Canton. 


It is stated that no fees or commissions are to be incurred 
in connection with the proposed transactions, and that no 
state commission or federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tions. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and 

in the interest of investors and consumers that said declara- 
tion, as further amended by said post-effective amendment, 
be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as fur- 
ther amended by said post-effective amendment, be, and 
it hereby is, permitted to become effective forthwith, sub- 
ject to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. The order herein does not auth- 
orize MPC to repay the open-account advances from AEP 
without MPC first retiring its preferred stock. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18687/December 4, 1974 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL FUEL GAS DISTRIBUTION CORPORATION 
Buffalo, New York 


NATIONAL FUEL GAS SUPPLY CORPORATION 
THE SYLVANIA CORPORATION 
Oil City, Pennsylvania 


(70-5531) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
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SALE OF NOTES TO A BANK BY HOLDING COM- 
PANY AND ISSUE AND SALE OF SHORT-TERM 
NOTES TO A BANK AND HOLDING COMPANY BY 
SUBS! DIARY COMPANIES 





ag 
National Fuel Gas Company (‘‘National’’), a registered hold- 
ing company, and three of its subsidiary companies, National 
Fuel Gas Distribution Corporation (“Distribution Corpora- 
tion’), National Fuel Gas Supply Corporation (‘Supply 
Corporation’), and The Sylvania Corporation (“Sylvania”), 
have filed with this Commission a post-effective amendment 
to the application-declaration in this proceeding pursuant to 
Sections 6(a), 6(b), 7, 9(a), and 10 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) regarding the follow- 
ing proposed transactions. 


By orders in this proceeding dated September 4, 1974, and 
September 30, 1974 (HCAR Nos. 18552 and 18583), the 
Commission authorized the issuance and sale of debentures, 
notes to banks, and commercial paper as well as certain in- 
trasystem financing. It is now proposed that National issue 
and sell through December 31, 1975, additional short-term 
notes to The Chase National Bank, N.A. (‘Chase’) in an 
aggregate amount not to exceed $3,500,000 at any one 
time outstanding. Each of said proposed unsecured, short- 
term notes to Chase will be dated as of the date of issue, 
will mature not later than nine months from the date 
thereof, will be prepayable at any time, in whole or in part, 
without penalty or premium, and will bear interest at the 
prime commercial rate of interest in effect from time to 
time at Chase. National has informally agreed with Chase 
to maintain average balances of 20% of the average loans r 
outstanding; however, the average balances maintained for ’ 
normal operating needs are substantially in excess of this 
amount. Assuming an average balance of 20% was required, 
the effective cost of money, based on a 10% prime rate, 
would be 12.19%. It is stated that National tentatively pro- 
poses to repay its commercial paper and short-term notes to 
Chase through moneys from internal sources, as well as from 
financing to be done sometime in 1975. 





National proposes to use the proceeds from the sale to 
Chase of the additional $3,500,000 of unsecured short-term 
notes to acquire for cash short-term unsecured notes from 
Supply Corporation and Sylvania. Such notes of Supply 
Corporation will not exceed an aggregate of $2,000,000 at 
any one time outstanding, and nsuch notes of Sylvania will 
not exceed an aggregate of $1,500,000 outstanding at any } 
one time. Each note will be dated the same date and bear 

the same effective interest rate as the related short-term note 

of National and will mature within nine months from its 

date of issue, with interest payable quarterly until the prin- 
cipal amount is paid in full. Supply Corporation and Syl- , 
vania will each have the option, after payment of all notes 

of prior maturity, to repay any note at any time or from 

time to time, in whole or in part, without premium. 
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Supply Corporation proposes to use the $2,000,000 of 
proceeds from its notes to National to finance the cost of gas 
purchased and stored underground for current inventory. 
Such notes will be repaid within nine months as gas is with- 
drawn from storage and sold. Sylvania proposes to use 
$1,500,000 of the proceeds from its notes to National to 
finance the cost of gas stored in its East Independence 
underground storage area. Permanent financing will be made 
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in 1975 by Sylvania for that portion of the amount borrow- 
ed from National applicable to the base gas purchased for 
the underground storage area, and, to the extent that stored 
gas is used for current inventory, the borrowings will be re- 
duced as the gas is withdrawn from storage and sold. 


It is further proposed that Distribution Corporation increase 
its short-term unsecured notes to banks from $12,000,000 
to $14,000,000 by issuing an additional $2,000,000 of notes 
to Marine Midland Bank of Buffalo, New York. The pro- 
ceeds will be used to purchase up to an aggregate amount 
not to exceed $2,000,000 of synthetic natural gas. Each 
note will be dated as of the date of issue, will mature not 
later than nine months from the respective dates, will bear 
interest at the prime commercial rate of interest in effect 
from time to time at the lending bank, will be prepayable 

at any time, in whole or in part, without penalty or pre- 
mium, and will be repaid at the end of the winter cycle 

with funds from operations. There is no compensating-bal- 
ance requirement. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said post-effective amendment 
to the application-declaration has been given in the man- 
ner prescribed in Rule 23 promulgated under the Act 
(Holding Company Act Release uo. 18649), and no hear- 
ing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said applica- 
tion-declaration, as amended by said post-effective amend- 
ment, be granted and permitted to become effective: 


IT |S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended by said post-effective amend- 
ment, be, and it hereby is, granted and permitted to be- 
come effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18688/December 5, 1974 


In the Matter of 
OHIO VALLEY ELECTRIC CORPORATION 


Post Office Box 468 
Piketon, Ohio 45661 


(70-5589) 


NOTICE IS PROPOSED ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that Ohio Valley Electric 
Corporation (“OVEC”), a public utility subsidiary com- 
pany of Allegheny Power System, Inc. (“Allegheny”), 
American Electric Power Company, Inc. (“AEP”), and 
Ohio Edison Company (“Ohio Edison’”’), registered holding 
companies, has filed an application with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’), designating Section 6(b) of the Act and 
Rule 50(a)(2) promulgated thereunder as applicable to the 
proposed transaction. All interested persons are referred to 
the application, which is summarized below, for a complete 
statement of the proposed transaction. 


OVEC requests authority to issue, in addition to the 
$10,000,000 demand notes (payable 90 days after demand) 
currently outstanding which were authorized by the Com- 
mission in File No. 70-3368, short-term indebtedness to one 
or more banking institutions in an aggregate amount not to 
exceed $6,000,000 at any one time outstanding. 


In the case of notes payable to banks, each note will mature 
not more than 270 days after the date of issuance thereof 
and will bear interest at any annual rate of interest no great- 
er than the prime commercial loan rate of the lending bank 
in effect at the time of issuance or in effect from time to 
time, and will be prepayable by OVEC at any time without 
premium or penalty. Bank balances sufficient in the judg- 
ment of OVEC to meet operating and financial needs are 
kept at the banks from which OVEC would propose to bor- 
row to satisfy any compensating bank requirements of such 
banks in connection with the borrowings. If, however, such 
bank balances were maintained solely in order to fulfill com- 
pensating balance requirements of such banks, which cur- 
rently range between 15% and 20%, the effective interest 
cost to OVEC of the notes which it proposes to issue to 
such banks, based on a prime commercial loan rate of 10%%, 
would range between 12.1% and 12.8% per annum. 


Since OVEC believes that any notes which it issues pursuant 
to the above program will be self-liquidating from time to 
time through the application by OVEC of payments received 
pursuant to the power contracts with AEC and the Sponsor- 
ing Companies, OVEC does not propose to retire any such 
notes with the proceeds of any permanent financing. 


The application states that OVEC’s expenses incident to the 
proposed transaction are estimated at $5,000, including 
legal fees of $3,000, and that no state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 27, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
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should be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon the applicant at the above-stated address, 
and proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. At 
any time after said date, the application, as filed or as it may 
be amended, may be granted as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules 

as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who re- 
quest a hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18689/December 5, 1974 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike 

Muhlenberg Township 

Berks County, Pennsylvania 19605 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 15907 


SAXTON NUCLEAR EXPERIMENTAL CORPORATION 
2800 Pottsville Pike 

Muhlenberg Township 

Berks County, Pennsylvania 19605 


(70-3816) 


NOTICE OF PROPOSED INCREASE IN CAPITAL CON- 
TRIBUTIONS BY SUBSIDIARY UTILITY COMPANIES 
TO A NON-UTILITY SUBSIDIARY COMPANY AND EX- 
TENSION OF TIME TO MAKE SUCH CONTRIBUTIONS 


NOTICE IS HEREBY GIVEN that Jersey Central Power & 
Light Company, Metropolitan Edison Company and Pennsyl- 
vania Electric Company (“utility companies’), all public 
utility subsidiary companies of General Public Utilities Cor- 
poration, a registered holding company, and the utility com- 
panies’ non-utility subsidiary company, Saxton Nuclear Ex- 
perimental Corporation, have filed with this Commission post 
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effective amendments to their joint application-declaration, 
as previously amended, filed in this proceeding designating 
Sections 2(a)(3), 2(a) (19), 6(a), 7, 9(a), 10, 12(f) and 13 of 
the Public Utility Holding Company Act of 1935 (““Act”’) 
and Rules 7(b), 24(c)(3)(C) and 100 as applicable to the 
proposed transaction. All interested persons are referred to 
the application-declaration, as further amended by the post- 
effective amendments, which are summarized below, for a 
complete statement of the proposed transactions. 





v 











By Orders issued in this proceeding dated May 11, 1960 
(Holding Company Act Release No. 14427) and May 20, 
1968 (Holding Company Act Release No. 15481), utility 
companies were authorized to acquire all of the capital stock 
of Saxton and to make capital contributions to Saxton ag- 
gregating $10,000,000. 


Saxton was organized as a nonprofit stock corporation to 
construct, operate, and maintain a small experimental nu- 
clear reactor and the capital contributions were to be used 
for such purposes. 





Saxton and the utility companies have filed further post- 
effective amendments to the joint application-declaration 
proposing to increase the aggregate capital contributions by 
the utility companies to Saxton from $10,000,000 to 
$10,100,000 and to make such contributions through De- 
cember 31, 1979. 


It is stated that Saxton’s experimental and research activities 
have been terminated and its reactor facility has been de- 

commissioned. It is further stated that pursuant to the regu- 
lations of the Atomic Energy Commission, Saxton must con 
tinue in existence long enough to dismantle its nuclear facil- 
ity. As a result, Saxton’s corporate charter has been amend- 
ed to extend Saxton’s corporate existence in perpetuity. 








It is proposed that utility companies continue making con- 
tributions to Saxton through the extended period of its ) 
corporate life, such contributions to be used by Saxton to 
wind up its affiars, dispose of its properties or maintain them } 
in a safe condition and obtain all necessary governmental and 
other releases. It is stated that in the absence of unusual cir- 
cumstances, the cost of surveillance, insurance and mainten- 
ance for the facility through December 31, 1979, will be 
approximately $10,000 per year. However, the utility com- 
panies seek to increase their total authorized capital contri- 
butions which may be made through that date by $100,000 | 
in order to provide some margin for inflation and for un- 
expected occurrences. 


The order of May 11, 1960, also exempted Saxton’s opera- 
tions and the research agreement between Saxton and the 
utility companies from the requirements of Section 13 of 
the Act and the rules thereunder. The fourth post-effective 
amendment requests a confirmation that such exemption 
from said section and applicable rules continues in effect. 








It is stated that the Board of Public Utility Commissioners 
of the State of New Jersey has approved the period within 
which contributions may be made by the utility companies 
and that no other state and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions, It is stated that the utility companies will incur 
no fees or expenses in connection with the proposed trans- 
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actions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 30, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment which 
he desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail 

(air mail if the person being served is located more than 
500 miles from the point of mailing) upon the applicants- 
declarants at the above-stated addresses, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as further 
amended by said post-effective amendment, may be 
granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18690/December 6, 1974 


In the Matter of 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
174 Brush Hill Avenue 
West Springfield, Massachusetts 01089 


(70-5586) 


NOTICE OF PROPOSAL TO ISSUE AND SELL FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that the Western Massachu- 
setts Electric Company (“WMECO”), an electric utility 
subsidiary company of Northeast Utilities, a registered 
holding company, has filed an application with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating Section 6(b) of the Act 
and Rule 50 promulgated thereunder as applicable to the 
following proposed transaction. All interested parties are 
referred to said application, which is summarized below, 
for a complete statement of the proposed transaction. 


WMECO proposes to issue and sell, at competitive bidding, 
up to $20 million principal amount of its First Mortgage 
Bonds, Series L (“Bonds”). The maturity date of the bonds 
will be not less than five nor more than thirty years from 
January 1, 1975. The interest rate, which shall be a multi- 
ple of 1/8 of 1%, and the price, which will be not less than 
100% nor more than 102.75% of the principal amount 
thereof, will be determined by competitive bidding. The 
Bonds will be issued under the First Mortgage Indenture 

and Deed of Trust dated as of August 1, 1954 (“Indenture’’) 
between WMECO and The First National Bank of Boston, 
Trustee, as supplemented and amended from time to time, 
and as further supplemented by a supplemental indenture to 
be dated January 1, 1975 (“Supplemental !ndenture”’). The 
Supplemental Indenture provides, among other things, that 
Bonds shall not be redeemed at the applicable general re- 
demption price prior to January 1, 1980, from the proceeds 
of borrowings secured by WMECO at an effective interest 
cost to WMECO of less than the effective interest cost of 
the Bonds. 


The application states that WMECO will use the net pro- 
ceeds from the sale of Bonds, together with a capital con- 
tribution of $10 million which Northeast Utilities made 

in January, 1974, and the proceeds of the sale by WMECO 
in April, 1974 of $25 million of first mortgage bonds, to 
repay short-term borrowings incurred for the purpose of 
financing WMECO’s construction program (estimated to 
total $97.3 million for 1974-1975). Such short-term borrow- 
ings will aggregate an estimated $60.3 million at the time of 
the aforementioned sale. 


A statement of the fees, commissions, and expenses incurred 
or to be incurred in connection with the proposed transaction 
will be supplied by amendment. The approval of the Depart- 
ment of Public Utilities of the Commonwealth of Massachu- 
setts is required for the issuance of the Bonds, as is the ap- 
proval of, or waiver of the requirement for approval of, the 
Connecticut Public Utilities Commission. It is stated that no 
other State commission, and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 31, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from the 
point of mailing) upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the re- 
quest. At any time after said date, the application, as filed 
or as it may be amended, may be granted as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hear- 
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ing or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18691/December 6, 1974 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N. W. 
Atlanta, Georgia 30303 


(70-5587) 


NOTICE OF PROPOSED SALE-LEASEBACK OF CORE 
LOAD OF NUCLEAR FUEL 


NOTICE IS HEREBY GIVEN that Georgia Power Company 
(“Georgia”), an electric utility subsidiary of The Southern 
Company, a registered holding company, has filed a declara- 
tion with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (‘‘Act’’), designating Sec- 
tions 9(a), 9(b)(1) and 12(d) of the Act and Rule 44 there- 
under as applicable to the following proposed transactions. 
All interested parties are referred to said declaration, which 
is summarized below, for a complete statement of the rio- 
posed transactions. 


Pursuant to a Contract between Georgia and General Elec- 
tric Company for the nuclear fuel requirements of the 
807,000 kilowatt first unit (“Unit No. 1’) of Georgia’s 
Edwin |. Hatch Nuclear Power Plant (expected to go into 
commercial operation at or about December 31, 1974), Gen- 
eral Electric has fabricated and delivered the initial nuclear 
fuel core load and is obligated to provide four reload batches 
of nuclear fuel for use in Unit No. 1. At September 30, 
1974, the cost of the initial core load on Georgia’s books 
was $38,302,000, and is expected to amount to $39,400,- 
000 at December 31, 1974. 


Georgia proposes to enter into arrangements with CC 
Leasing Corporation (the ““Lessor’’) whereby Georgia will 
sell its title to the initial core load of nuclear fuel to the 
Lessor, which in turn will lease such nuclear fuel to Geor- 
gia. The Lessor, a Delaware Corporation and a wholly- 
owned subsidiary of Commercial Credit Company, is, 
with its subsidiaries, engaged in a general leasing and fi- 
nancing business. 


The sales price for the initial load core will be Georgia’s 
book cost on the date of sale. Simultaneously with the 
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sale, Georgia and the Lessor will execute a lease agreement 
(‘‘Lease’’) with respect to the core. The parties may enter 
into supplements to the Lease from time to time for the 
acquisition of reload batches for Unit No. 1, such reload 
batches to be included under and made subject to appli- 
cable provisions of the Lease and to such supplements. 
Under the Lease, the maximum commitment of the Lessor 
in respect of the initial core of nuclear fuel will be $45,000,- 
000, but, as reload batches are fabricated under the G.E. 
Contract, the parties may subsequently agree to other maxi- 
mum commitments. Georgia will be responsible for operating, 
maintaining, repairing, replacing and insuring the leased nu- 
clear fuel, and for payment of taxes and costs arising from 
the ownership possession and use thereof. The term of the 
Lease will be for the Use Period (as defined in the Lease) of 
each component of the nuclear fuel. 

















The Lease provides that Georgia, on the first day of each 
month, will make rental payments consisting of (a) an 
amortization amount, and (b) a lease charge. The amortiza- 

tion amount will be equal to the value of the nuclear fuel 
consumed during the second month preceding the rental 
payment date. The lease charge will be computed by multi- 
plying the Stipulated Value of the nuclear fuel for each 
applicable day of the month preceding the rental payment 

date by a per diem rate equal to 1/365 of a computed annual 
rate. Such annual rate will be the greater of (i) the average 

of the prime interest rates charged by three designated New 
York banks on the fifteenth day of the second preceding 
month, or (ii) the average interest rate of Commercial Cre- 
dit Company’s 90-day commercial paper issued in the ordin- 
ary course of business on such date—plus, in either case, a 
percentage not to exceed 22%. The Stipulated Value, at 
any particular time, is the Lessor’s investment in nuclear 
fuel provided for use in Unit No. 1, less the accumulated 
aggregate ~* umcriization amounts theretofore included in 
the rental payments. 


Upon execution of the Lease, Georgia will pay to the Less- 

or, as an administrative charge, an amount equal to 1/4 of | 
1% of the Lessor’s acquisition cost for the initial core load 

of nuclear fuel. Assuming the maximum acquisition cost of 
$45 million, such payment by Georgia would be a maximum 

of $112,500. 


Upon notice of not less than 180 days to the Lessor, Georgia 
will have the option to purchase the nuclear fuel or to effect 
a sale thereof to a third party; provided, however, that the 
option may not be exercised for a period of two years follow- 
ing the Lessor’s initial purchase of the nuclear fuel if the 
effect would be to refinance the nuclear fuel at a lower in- 
terest cost. In the event that Georgia either purchases the 
nuclear fuel or effects a sale to a third party, the Lessor is 
to receive payment equal to all rental payments then due 
plus the resulting Stipulated Value and/or the applicable ac- 
quisition cost as defined. 






The nuclear fuel for Unit No. 1 was largely financed by 
Georgia through interim indebtedness to a bank. At Septem- 
ber 30, 1974, such indebtedness amounted to $31,235,000. 
Upon effectuation of the proposed sale to CC Leasing Cor- 
poration, Georgia will, to the extent necessary, apply the 
proceeds to repayment of the related interim indebtedness 
then outstanding. 
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Georgia proposes to capitalize the lease transaction by re- 
cording the value of the leased nuclear fuel in its utility 
plant account and recording as “‘other long-term debt” 
equal amounts for the related lease liabilities. 


A statement of the fees, expenses and commissions incur- 
red or to be incurred in connection with the proposed 
transactions will be supplied by amendment. The pro- 
posed transactions are subject to the jurisdiction of The 
Georgia Public Service Commission. No other State com- 
mission, and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 30, 1974, request in writ- 
ing that a hearing be held on such matter, stating the na- 
ture of his interest, the reasons for such request, and the 
issues Of fact or law raised by said declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. 

A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the de- 
clarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be amended, 
may be permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from its rules under the Act as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as 

to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18692/December 5, 1974 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


(70-5463) 
INTERIM ORDER AUTHORIZING INCREASE IN AG- 


GREGATE AMOUNT OF SHORT-TERM BORROW- 
INGS 








Georgia Power Company (’’Georgia’’), an electric utility 
subsidiary company of The Southern Company (“Southern”), 
a registered holding company, has filed post-effective amend- 
ments to its previously amended application-declaration in 
this proceeding pursuant to Sections 6(b) and 7 of the Pub- 
lic Utility Holding Company Act of 1935 (“‘Act’’), regard- 

ing the following proposed transaction. 


By Memorandum Opinion and Order in this proceeding 
(HCAR No. 18517, July 31, 1974), we authorized Georgia 
to issue and sell short-term notes not exceeding an aggre- 
gate principal amount of $250,000,000, during the period 
from August 1, 1974, to March 31, 1975. Georgia requests 
authorization to increase its short-term borrowing within 
the same period from $250,000,000 to a maximum aggre- 
gate principal amount of $450,000,000 at any one time out- 
standing. It is stated that the additional short-term borrow- 
ings are required due primarily to the deferral of scheduled 
sales of Georgia’s senior securities and a substantial in- 
crease in construction costs in 1974. 


A Notice of the filing of the post-effective amendments to 
the application was issued on November 1, 1974. On No- 
vember 7, 1974, the Georgia Power Project, an unincor- 
porated association of consumers, objected to the applica- 
tion, as amended, and requested, among other things, that 
the Commission set the matter down for hearing. Georgia 
has filed a response, opposing the request. 


It apoears from the record that Georgia and its associate 
companies are negotiating, but have not yet reached agree- 
ment, with the principal banks as to the amount and terms 
of borrowings in 1975. We note also that om November 27, 
1974, Georgia filed an application for authority (File No. 
70-5592), to sell a 30% interest in four large generating 
plants to Oglethorpe Electric Membership Corporation 
(“Oglethorpe’’), a generating and transmission electric 
membership corporation organized and owned by 39 elec- 
tric membership corporations in the State of Georgia. The 
proposed sale would provide Georgia with almost $200,- 
000,000 on or before January 6, 1975, and an aggregate of 
over $300,000,000 in 1975. A notice of filing with respect 
to this transaction was published December 3, 1974 (HCAR 
No. 18685). 


In view of these and other major contingencies which seem 
likely to be resolved shortly, it would not be appropriate to 
hold a hearing or to render a decision on Georgia’s request 
at this time. The record does clearly show, however, that 
Georgia has an immediate need of funds and requires auth- 
ority to exceed its present short-term borrowing authoriza- 
tion by $100,000,000, and that such additional borrowings 
can be reasonably expected to be repaid early in January 
1975. 


In recognition of Georgia’s immediate cash needs, as speci- 
fied in its applicantion-declaration, we deem it appropriate 
in the public interest and in the interest of investors and con- 
sumers that, pending final determination of the issues here- 
in, Georgia be granted the necessary authority to make in- 
terim borrowings during the period expiring January 15, 
1975, in a maximum amount not exceeding $350,000,000 
at any one time outstanding. The authorization under our 
order of July 31, 1974, shall remain in effect thereafter. No 
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State or Federal commission, other than this Commission, 
has jurisdiction over the transactions proposed herein. 


IT IS ORDERED, accordingly, that Georgia be, and here- 
by is, authorized, effective forthwith, to issue and sell from 
time to time through January 15, 1975, notes to banks up 
to a face amount (including such notes heretofore issued 
and sold) not exceeding $350,000,000 at any one time 
outstanding, in accordance with the borrowing conditions 
proposed in the application-declaration as amended; and 


IT 1S FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved regarding Georgia’s application-declar- 
ation in all other respects. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18693/December 6, 1974 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 


(70-5549) 


ORDER AUTHORIZING ISSUE AND SALE OF PRE- 
FERRED STOCK AND EXCEPTION FROM COM- 
PETITIVE BIDDING 


Ohio Power Company (“Ohio”), an electric utility sub- 
sidiary company of American Electric Power Company, 
Inc., (“AEP”), a registered holding company, has filed an 
application-declaration, and amendments thereto, with 
this Commission pursuant to Sections 6(b) and 12(c) of 
the Public Utility Holding Company Act of 1935 (‘‘Act’’) 
and Rule 50(a)(5) promulgated thereunder regarding the 
following proposed transactions. 


Ohio proposes to issue and sell up to 300,000 shares of a 
new series of its cumulative preferred stock, par value $100 
per share (“stock”). Ohio proposes that the price of the 
stock, the terms of a sinking fund and optional redemption 
prices, the exact number of shares of the stock and any 
dividend rate on the stock to be sold will be determined 

by negotiation, as explained further below. 


Ohio requests an exception from the competitive require- 
ments of Rule 50, as authorized by Section (a)(5) thereof. 
It states that recent sales of preferred stock by other util- 
ity companies, and negotiations for such sales, have re- 
quired extensive modifications of the conventional terms 
which have heretofore been generally acceptable to in- 
vestors. Based on discussions with the underwriters who 
bid for its last preferred issue, Ohio believes it will be 
necessary to provide a sinking fund, to modify in some 
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respects the standard terms for redeeming such preferred 
shares, and otherwise to fit the issue to the requirements 
of the market. It urges that the competitive bidding pro- 
cedures required by Rule 50 effectively limit underwriters 
to competition as to dividend rate and price and do not 
afford the issuer an opportunity to explore on a firm 
basis other market requirements. 


During the first half of 1974, some 31 issues of preferred 
stock of public utility companies were sold publicly. 
Whether or not subject to the Act, the terms of these issues 
generally conformed to the standards of the Commission’s 
Statement of Policy (Holding Company Act Release No. 
13106, February 16, 1956, as amended, Holding Company 
Act Release No. 16758, June 22, 1970). More than half of 
the issues were sold by competitive bidding. Since July of 
this year, preferred stock issues of public utility companies 
sold have been characterized by an increasing variety of 
novel terms; failures or postponements of offerings have 
been frequent, and all offers at competitive bidding failed. 


Under those circumstances, the Commission is satisifed that 
Ohio should be authorized to negotiate for the sale of the 
preferred stock, which is the subject of its application-de- 
claration. 


The Public Utilities Commission of Ohio has jurisdiction 
over the proposed transaction. No other state commission 
and no federal commission other than this Commission, 
has jurisdiction over the proposed transaction. Fees and ex- 


penses to be incurred in connection with the proposed trans- 
action are estimated at $84,250, including legal fees of $23,- 


250 and accountants’ fees of $10,000. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18658), and no hearing has been requested of or ordered by 
the Commission. The Commission finds that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of in- 
vestors and consumers that the application-declaration be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, including the request for exception from 
competitive bidding requirements, be granted and permitted 
to become effective forthwith. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the terms and conditions of the pre- 
ferred stock, including the price to Ohio and the under- 
writers’ compensation. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 
20 Montchanin Road 

Wilmington, Delaware 19807 


COLUMBIA GAS TRANSMISSION CORPORATION 
1700 MacCorkle Avenue, S. E. 
Charleston, West Virginia 25314 


THE OHIO VALLEY GAS COMPANY 
COLUMBIA GAS OF OHIO, INC. 

COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 

99 North Front Street 

Columbus, Ohio 43215 


COLUMBIA GULF TRANSMISSION COMPANY 
3805 West Alabama Avenue 
Houston, Texas 77027 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 

340-17th Street 

Ashland, Kentucky 41101 


(70-5585) 


NOTICE OF PROPOSED OPEN ACCOUNT ADVANCES 
TO SUBSIDIARY COMPANIES BY PARENT COMPANY 
IN CONNECTION WITH INTRASYSTEM PREPAYMENT 
OF PROMISSORY NOTES AND RELATED TRANS- 
ACTIONS 


NOTICE IS HEREBY GIVEN that The Columbia Gas Sys- 
tem, Inc. (“Columbia”), a registered holding company, and 
its wholly-owned subsidiary companies listed above, have 
filed an application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“Act’’), designating Sections 6(a), 6(b), 9, 10 and 12(b) 

of the Act and Rules 42(b)(2), 45 and 50(a)(3), promul- 
gated thereunder as applicable to the proposed transac- 
tions. All interested persons are referred to the application- 
declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


It is stated that during the winter heating season Colum- 


bia’s distribution subsidiary companies generate substantial 


amounts of cash in excess of current requirements. During 


the same period, however, the transmission subsidiary com- 


panies generate lesser amounts of cash and have generally 
larger construction expenditures, requiring Columbia to 


advance funds to such subsidiary companies. In recent years, 


however, the Commission has authorized open account ad- 


vances by Columbia to subsidiary companies and certain re- 
lated transactions which are designed to alleviate this situa- 


tion. The present filing requests authorization to continue 
such transactions during the calendar year 1975. 


It is proposed that the subsidiary companies listed below 
will prepay from time to time prior to the end of 1975, 
with excess cash in aggregate amounts not to exceed the 
amounts set forth below, a portion of their outstanding in- 
stallments promissory notes (“Notes”) held by Columbia. 
However, if the merger of The Ohio Valley Gas Company 
(“Ohio Valley’’) into Columbia Gas of Ohio, Inc. (““Colum- 
bia of Ohio”) (File No. 70-5551) is consummated after the 
close of business on December 31, 1974, the amounts of ex- 
cess funds which Columbia of Ohio as surviving corporation 
may accumulate at any time during the period from Janu- 
ary 1, 1975 through December 31, 1975, would be increased 
to $55,000,000, and the proposed aggregate prepayment of 
outstanding Installment Promissory Notes for Columbia of 
Ohio would be increased to $55,000,000 for 1975. The 
following amounts represent the estimated aggregate maxi- 
mum excess funds that such companies are expected to ac- 
cumulate at any one time during the year 1975: 


























































Columbia Gas Transmission Corporation $150,000,000 


Columbia Gas of Pennsylvania, Inc. 20,000,000 
Columbia Gas of New York, Inc. 5,000,000 
Columbia Gas of Maryland, Inc. 2,000,000 
Columbia Gas of Kentucky, Inc. 4,000,000 
Columbia Gas of Virginia, Inc. 2,000,000 
Columbia Gas of West Virginia, Inc. 7,000,000 
Columbia Gas of Ohio, Inc. 50,000,000 
The Ohio Valley Gas Company 5,000,000 
Coiumbia Gulf Transmission Company 50,000,000 
Columbia Hydrocarbon Corporation 3,750,000 
The Inland Gas Company, Inc. 1,450,000 
Columbia LNG Corporation 30,000,000 
Columbia Gas Development Corporation 20,000,000 

Total $350,200,000 


The Notes (“Indebtedness”) prepaid by the individual com- 
panies will be those bearing the highest interest rate or rates 
outstanding at the time of each prepayment. Interest on 
such Indebtedness will cease upon prepayment and recom- 
mence upon reissuance. As any of such companies require 
funds for construction and other corporate purposes after 
prepayment, it is proposed that advances be made to them 
on open account by Columbia, provided that at no time will 
the amount of such advances to any subsidiary exceed the 
amount of Indebtedness theretofore prepaid by it, less any 
current maturities applicable to prepaid Notes which would 
have matured subsequent to the date of prepayment. 


The open account advances to any subsidiary company will 
bear interest commencing on the date of the advance, at the 
same rate or rates as borne by the equivalent principal 
amounts of Indebtedness previously prepaid by it during 1975, 
but in reverse order to that of the prepayments, i.e., beginning 
from the lowest rate payable on the Indebtedness previously 
prepaid to the highest rate. It is further proposed that ad- 
vances on open account to individual subsidiary companies 
will be increased or decreased from time to time in accord- 
ance with variations in the cash flow of the individual subsi- 
diary companies. The proposed advances will not be in exce 
of the Indebtedness prepaid theretofore. At such time as the 
advances to any subsidiary company equal the aggregate 
amount of the Indebtedness prepaid by it, or in any event 

not later than December 31, 1975, such prepaid Indebtedness 
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will be reinstated in repayment of the outstanding open 
account advances. 


Financing of construction or gas storage programs of any 
operating subsidiary company pursuant to Commission 
authorization will not be consummated until such time as 
advances have been made in amount equal to the amount 
of Indebtedness prepaid. Any subsidiary company which 
during 1975 has borrowed on open account from Colum- 
bia an amount smaller than the amount of Indebtedness 
theretofore prepaid by it, will, on December 31, 1975, 
reinstate its Indebtedness to Columbia in an amount suf- 
ficient to discharge its open account borrowings, and the 
balance of its prepaid Indebtedness will be considered to 
have been permanently prepaid. Such permanent prepay- 
ment would be applied against Indebtedness bearing the 
highest interest rates and would be consummated only 
with respect to Indebtedness bearing interest at a rate 
equal to or in excess of the rate applicable to borrowings 
by subsidiary companies from Columbia as of December 
31, 1975.In the event that a permanent prepayment by 
any subsidiary company would be indicated with respect 
to Notes hearing an interest rate less than the rate appli- 


cable to debt purchased by Columbia from subsidiary com- 


panies at December 31, 1975, such Notes will be reissued 
by the subsidiary company at or before the end of 1975. 


It is stated that the proposed transactions are designed to 
achieve the following: (1) flexibility to prepay at the ear- 
liest possible date inventory loans with commercial banks 
and other short-term borrowings, (2) defer outside finan- 
cing until aggregate system funds approach a minimum 
balance, (3) facilitate the internal financing of emergency 
requirements, and (4) allow subsidiaries, during any period 
in which they have excess cash, to temporarily prepay 
Notes owed Columbia, thereby decreasing their own net 
corporate interest expense. 


Expenses to be incurred by Columbia and its subsidiary 
companies in connection with the proposed transactions 
are estimated at $4,500, including $2,000 for services, at 
cost, provided by Columbia Gas System Service Corpora- 
tion. 


It is stated that the Public Service Commission of West 
Virginia has authorized the prepayment and reissuance of 
prepaid Notes by Columbia Gas of West Virginia, Inc., 
that the Public Service Commission of New York has 
authorized the reissuance of prepaid Notes by Columbia 
Gas of New York, Inc., that the Public Service Commis- 
sion of Kentucky has authorized the issuance of prepaid 
Notes by Columbia Gas of Kentucky, Inc., and that the 
State Corporation Commission of Virginia has authorized 
the issuance of prepaid Notes by Columbia Gas of Vir- 
ginia, Inc. It is stated that no other State or Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 30, 1974, request in writ- 
ing that a hearing be held on such matter, stating the na- 
ture of his interest, the reasons for such request, and the 
issues of fact or law raised by said application-declara- 

tion which he desires to controvert; or he may request that 


he be notified should the Commission order a hearing in re- 
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spect thereof. Any such request should be addressed: Sec- 
retary, Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request should be served per- 
sonally or by mail (air mail if the person being served is lo- 
cated more than 500 miles from the point of mailing) upon 
the applicants-declarants at the above-stated addresses, and 
proof of service (by affidavit or, in case of an attorney at T 
law, by certificate) should be filed with the request. At b 
any time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and permitted u 
to become effective as provided in Rule 23 of the General c 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 

a hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 











a Tt 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 











— bh re S| 6h 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 | | 
Release No. 18695/December 5, 1974 | 
In the Matter of (lay 
MISSISSIPPI POWER & LIGHT COMPANY 


P. O. Box 1640 
Jackson, Mississippi 39205 


(70-5583) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES TO 
BANKS AND COMMERCIAL PAPER AND EXCEPTION 
FROM COMPETITIVE BIDDING | 


NOTICE IS HEREBY GIVEN that Mississippi Power & 

Light Company (’’Mississippi’’), an electric utility subsidiary 
company of Middle South Utilities, Inc., a registered holding 
company, has filed a declaration with this Commission pursu- 
ant to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a) and 7 of the Act and Rule 
50(a)(5) promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the declara- 
tion, which is summarized below, for a complete statement of 
the proposed transactions. 


Mississippi proposes to issue and sell through July 1, 1976, 
short-term promissory notes to banks and commercial paper 
in an aggregate principal amount outstanding at any one 
time not in excess of 10% of the capitalization of the com- 
pany, which is the maximum amount of unsecured borrowing 
permissible ander the provisions of the company’s Restated 
Articles of Incorporation without a vote of outstanding pre- 
ferred stock. Based on Mississippi's capitalization at Septem- 
ber 30, 1974, the proposed notes will not exceed $40,000,- 
000 outstanding at any one time. Increases in this amount 
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will be subject to the filing of a post-effective amendment 
by the company and a subsequent order of this Commis- 
sion. The type of each issue will be determined by market 
conditions so as to achieve the lowest cost of money. 


The funds to be derived from the issuance and sale of the 
bank notes and commercial paper will be used, together 
with other funds available to the company, for construc- 
tion and for other corporate purposes. Mississippi's 1975 
construction program is estimated at $53,308,000. 


The proposed bank notes will be in the form of unsecured 
promissory notes, due not more than nine months from 
the date of issue, bearing interest at the prime rate in ef- 
fect at the lending bank at the date of issue or from time 
to time depending upon the requirements of the lender, 
and subject to prepayment, at the company’s option, 
without premium or penalty. While no commitments have 
been made, it is expected that borrowings will be made 
from the following banks up to the maximum amounts 
listed: 


Deposit Guaranty National Bank, 


Jackson, Mississippi $ 3,000,000 

First National Bank of Jackson, 

Mississippi 3,000,000 

Manufacturers Hanover Trust 

Company, New York, New York 6,000,000 
Total $12,000,000 


The names of any additional lending banks will be filed by 
amendment. Mississippi maintains daily operating balances 
with each of the banks from which borrowings are pro- 
posed to be made to meet the requirements of such banks 
in respect of their service to Mississippi. If balances were to 
be maintained solely for the purpose of satisfying a com- 
pensating balance requirement at the currently prevailing 
rate of 20%, the effective interest cost of the related bor- 
rowings, based on a prime rate of 10%, would be 122% per 
annum. 


The proposed commercial paper will be in the form of un- 
secured promissory notes issued in denominations of not 
less than $50,000, maturing not in excess of 270 days, 
and sold by Mississippi directly to Merrill Lynch, Pierce, 
Fenner & Smith (“Merrill Lynch’’) at the discount rate 
prevailing at the date of issuance for commercial paper of 
comparable quality and of the particular maturity sold 
by public-utility issuers to commercial paper dealers. 
Merrill Lynch, as principal, will reoffer the commercial 
paper to not more than 200 institutional investors identi- 
fied on a list (non-public) at a discount of 1/8 of 1% per 
annum less than the prevailing discour:t rate of the com- 
pany. No commission or fee will be payable to Merrill 
Lynch in connection with the issuance and sale of the 
commercial paper. The commercial paper will not be pre- 
payable prior to maturity. It is expected that ‘lississippi’s 
commercial paper will be held by customers to maturity, 
but, if they wish to resell prior thereto, Merrill Lynch 
pursuant to a verbal repurchase agreement, may repur- 
chase the notes and reoffer the same to others in its 
specified group of customers. 








Mississippi asserts that the issue and sale of the commercial 
paper should be excepted from the competitive bidding 
requirements of Rule 50 because the commercial paper 
will have a maturity not in excess of 270 days, current 
rates for commercial paper for such prime borrowers as 
Mississippi are published daily in financial publications, and 
it is not practical to invite bids for commercial paper. Miss- 
issippi also requests that it be allowed to file its certificate 
under Rule 24 with respect to the proposed transactions on 
a quarterly basis. 


Mississippi's fees, commissions, and expenses to be incurred 
in connection with the proposed issue and sale of the bank 
notes and commercial paper are estimated to be less than 
$4,000. The declaration states that no State or Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 30, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if 

the person being served is located more than 500 miles from 
the point of mailing) upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the declaration, as filed 
or as it may be amended, may be permitted to become effec- 
tive as provided in Rule 23 of the General Rules and Regula- 
tion promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8595/November 29, 1974 


In the Matter of 


SOHIO/BP TRANS ALASKA PIPELINE FINANCE, INC. 
100 West Tenth Street 
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Wilmington, Delaware 19899 
(812-3705) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM ALL PROVISIONS OF THE ACT 


On November 7, 1974, a notice was issued (Investment 
Company Act Release No. 8577) of an application filed, 
on October 9, 1974, by Sohio/BP Trans Alaska Pipeline 
Finance Inc., a Delaware corporation, for an order pursu- 
ant to Section 6(c) of the Act exempting it from all pro- 
visions of the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as a matter of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption from all provisions 
of the Act pursuant to Section 6(c) is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that Applicant, which on November 1, 1974, filed a 
registration statement under the 1933 Act registering 
$250,000,000 principal amount of its debentures (“the 
Debentures’’), is hereby exempted from all provisions 
of the Act, effective forthwith, subject to the condi- 
tions that the Applicant will: 


(1) file with the Commission, within 120 days after the 
close of each fiscal year of Applicant, commencing with 
the first year in which it issues and sells any debt securi- 
ties: (a) the data required by Items 1.08 (except with 
respect to information relating to persons under com- 
mon control with Applicant), 1.09, 1.10 and 1.11 of 
Form N-1R adopted by the Commission pursuant to Sec- 
tion 30(a) of the Act, and (b) an annual balance sheet, 
income and surplus statement, and a schedule of invest- 
ments; and 


(2) not sell any debt securities (other than the Deben- 
tures) unless Applicant shall have first given written 
notice to the Commission describing the proposed is- 
suarice of such additional securities not less than 60 days 
prior to the date of such proposed issuance, subject how- 
ever, to the right of the Commission, upon request of 
Applicant, to decrease such number of days. Applicant 
further agrees that if the Commission shall, after receipt 
of such written notice from Applicant, determine that a 
substantial question exists as to whether or not the ex- 
emption granted by the Order hereby requested should 
continue and the Commission shall mail or otherwise 
give notice to that effect to Applicant at its office at 

100 West Tenth Street, Wilmington, Delaware 19899 
with a copy addressed to Sullivan & Cromwell, 48 Wall 
Street, New York, New York 10005 (or such other ad- 
dresses as any recipient may previously have specified in 
writing to the Commission), within 30 days after the re- 
ceipt by the Commission of such written notice from 
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Applicant, Applicant will not issue such additional secur- 
ities unless, after receipt by Applicant of such notice from 
the Commission and not less than 30 days prior to the 
issuance of such additional securities, Applicant shall mail 
or otherwise give written notice to the Commission stating 
its intention to issue such additional securities, and upon 


the giving of such notice by Applicant the Order hereby re- 


quested shall be deemed to have been terminated as of the 
date Applicant shall have mailed or otherwise given such 
notice to the Commission. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8596/December 2, 1974 


REQUEST FOR PUBLIC COMMENTS ON ISSUES CON- 
CERNING THE STANDARDS FOR PERMITTING FOR- 
EIGN INVESTMENT COMPANIES TO REGISTER 
UNDER THE INVESTMENT COMPANY ACT OF 1940 


[15 U.S.C. §80a-7(d)] File No. $7-539 


Introduction 


Recent years have seen a developing trend towards interna- 
tionalization of the capital markets, including our own, to- 
gether with a general policy favorable to the free flow of 


capital between nations. In view of these developments, the 
Commission is now considering various questions concerning 


foreign access to United States markets by foreign broker- 
dealers and banks directly or through domestic subsidiaries. 
1/ The purpose of this release is to invite comments which 


will assist the Commission in exploring the issues involved in 


registration and regulation of foreign investment companies 
under the Investment Company Act of 1940 (the “‘Act’’). 


The investment company vehicle can be useful as an instru- 
ment to channel funds of a country’s nationals into foreign 
investments. A foreign investment company, managed by 
experts familiar with the foreign economy, business at- 
mosphere, political situation and the factors relevant to the 
analysis of the investment merits of the securities of the 
foreign issuers in the area of their operations, should be in 
a position to assist the investor to meet the risks and prob- 
lems of investing abroad. Domestic investment companies 
have provided these services to foreign investors who have 
channeled substantial sums into securities of United States 


issuers through United States investment companies. In 1973, 


sales of United States open-end investment companies to 
foreigners aggregated $257.4 million. The foreigners were 
afforded the opportunity to invest their funds and, at the 
same time, provided the United States economy with a 
source for significant amounts of capital. 


At the present time, foreign investment companies are re- 
stricted in their ability to attract United States investor 
interest. Although the concept of the investment company 





































originated in Europe and has spread from there to the 
United States and the other commercial nations of the 
world, most foreign investment companies are not now 
permitted to sell their securities in this country. Without 
this ability they cannot, in any meaningful way, serve as 
an instrument for private United States investment in 
foreign securities or as a vehicle for foreign economies 
to obtain capital from private United States sources. 


A foreign investment company must be registered under 
the Act in order to sell its shares in the United States, but 
such registration is prohibited unless the Commission can 
make the special, and often difficult, findings called for by 
Section 7(d) of the Act. As more fully discussed below, 
the United States has participated in a conference of the 
Organization for Economic Co-operation and Develop- 
ment (“OECD”) which resulted in the development of 
certain rules for the operations of investment compan- 

ies and a recommendation, supported by the Commis- 
sion, that member countries take those rules into account 
when considering their existing legislation or applications 
for permission to sell publicly in their own territory se- 
curities of foreign institutions for collective investments. 


In line with this action, the Commission believes it ap- 
propriate to consider the extent to which it can and 
should act to facilitate the registration under the Act of 
investment companies which are domiciled in countries 
which are members of the OECD and which comply 

with the rules it adopted. On the other hand, the Com- 
mission believes that it should not encourage the registra- 
tion of foreign investment companies under circumstances 
where necessary regulatory modifications would signifi- 
cantly lessen investor protecticns or provide such compan- 
ies with an unfair competitive advantage over United 
States investment companies. The Commission therefore 
seeks the assistance of the international financial com- 
munity, interested agencies of the United States and for- 
eign governments, state regulatory authorities in the 
United States, and members of the bar and the public 
generally, on the policy questions posed below. The Com- 
mission recognizes that many of these questions may also 
arise in the case of companies domiciled in non-OECD 
member countries. Accordingly, comments on these ques- 
tions to the extent they are applicable to such companies 
may also be submitted. 


Background 
The Statutory Provisions 


The Commission has previously permitted a limited num- 
ber of foreign investment companies to register under the 
Act and offer their securities in the United States. The only 
provisions of the Act specifically dealing with the Commis- 
sion’s authority to permit a foreign investment company 

to register under the Act and publicly offer its securities 

in the United States are contained in Sections 8(a) and 
7(d) of the Act. Section 8(a) of the Act authorizes only a 
domestic investment company to register and Section 

7(d) prohibits a foreign investment company from using 
the mails or any instrumentality of interstate commerce 

to publicly offer its securities in the United States. How- 
ever, Section 7(d) also authorizes the Commission to permit 


a foreign investment company to register under the Act 
and make a public offering of its securities, but only 


**... If the Commission finds that, by reason of special 
circumstances or arrangements, it is both legally and 
practically feasible effectively to enforce the provi- 
sions of this [Act] against such company and that the 
issuance of such order is otherwise consistent with the 
public interest and protection of investors.” 


This then is the statutory standard which Section 7(d) re- 
quires the Commission to apply in considering the regi: 
tration of a foreign investment company under the Act. 
However, Section 6(c) of the Act empowers the Commis- 
sion by rule or order to exempt any person, security or 
transaction from any provisions of the Act if and to the ex- 
tent that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of invest 
ors and the purposes fairly intended by the policy anc the 
provisions of the Act; and Section 38(a) of the Act author 
izes the Commission to make, issue, amend, and rescind 
such rules and regulations and such orders as are necessary 
or appropriate to the exercise of the power conferred 
upon the Commission elsewhere in the Act. 


Rule 7d-1 


In 1954, the Commission adopted Rule 7d-1 under the 
Act to enumerate the conditions and special arrangements 
to be entered into by Canadian management investment 
companies in order to enable them to obtain an order per 
mitting registration. In announcing that it had under con- 
sideration the adoption of the rule, 2/ the Commission 
described the standards of the rule as “special arrange- 
ments” formulated “’[i] n line with the policy of this 
government to facilitate and encourage foreign investments 
... and “‘[a] fter extended discussions with certain Cana- 
dian companies which [had] applied for registration ...."" 3/ 
The Commission went on to state: 


“The conditions and arrangements have been estab 
lished in the light of the high degree of comity that 
has prevailed between this country and Canada, the 
existing treaties, the proximity of the two countries, 
their joint heritage of the common law, and the essen- 
tial similarity of statutes and law relating generally to 
corporations and the rights of stockholders. Accord- 
ingly, the rule is applicable only to Canadian manage- 
ment investment companies. Conditions and arrange- 
ments proposed by investment companies organized 
under the laws of other foreign countries will be con- 
sidered on a case by case basis in the light of the 
statutory standards.” 


The special arrangements specified in Rule 7d-1, generally 
speaking, provide that the charter and by-laws of the com- 
pany contain the substantive provisions of the Act which 
the company must agree may be enforced as a matter of 
contract right in the United States or Canada by sharehold- 
ers. At least a majority of the officers and of the directors 
are required to be citizens of the United States and a ma- 
jority of each such majority must be residents of the United 
States. The officers and directors must also agree to comply 
with the Act and consent to the enforcement of their 
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agreements by shareholders in those jurisdictions. In fur- 
therance of this purpose the rule also requires the com- 
pany to maintain its assets in the United States and agree 
to their liquidation and distribution upon direction of the 
Commission, or the courts, upon a finding of non-compli- 
ance by the company or its officers and directors with their 
agreements or the Commission’s order. The Commission 
indicated its belief that these provisions “‘in the over-all 

... will accord protection to investors, equal to, though 

not necessarily identical with, the protection accorded 

by the Act to investors in the usual domestic company.” 

4/ 


Although the provisions of Rule 7d-1 are applicable only 
to Canadian companies, they have come to be used as 
guidelines in the consideration of applications of other 
foreign companies for permission to register. 5/ 


The OECD Rules 


The Commission has taken additional action looking to 
internationalization of the capital markets with respect 
to investment company securities. In 1972, representa- 
tives of the United States, including a representative of 
the Commission, participated in the deliberations of the 
OECD which led to the promulgation by that body of 

a set of “Standard Rules for the Operations of Institu- 
tions for Collective Investments’ (“Standard Rules’). 6/ 


The Standard Rules are applicable to investment com- 
panies of the open-end type and, generally speaking deal 
with minimum requirements for disclosure and the furnish 
ing of periodic financial reports to investors and the filing 
of periodic reports with supervisory authorities. They 
also deal with the institutions’ sales practices and activi- 
ties and their investment practices, including restrictions 
relating to short sales, borrowings and the writing of op- 
tions. In addition, the Standard Rules deal with mini- 
mum capital requirements, issuance of warrants, custody 
of assets, management and distribution agreements, con- 
flicts of interest, incentive performance fees, pricing of 
shares and assignment of management agreements. 

These rules further provide that each member country 
provide official surveillance of the institutions domi- 
ciled there. 


It can be seen therefore that the Standard Rules represent 
a significant step forward in the protection ot investors in 
investment company securities although they do not pro- 
vide many important protections afforded by the Act. 
Following the promulgation of the Standard Rules, the 
OECD recommended that member countries: 


(1) review, as appropriate, their existing legislation 
or regulations concerning the operations of institu- 
tions for collective investment, taking into considera- 
tion the Standard Rules and to take the Standard 
Rules into account when preparing new legislation 
or regulations on this subject; 


(2) when considering applications for admission to 
public sale in their own territory of the securities of 
foreign institutions for collective investment which 
comply with the Standard Rules, give substantial 
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weight, within the framework of their legislation, 
to the fact of such compliance.” 








The Commission supported these recommendations. 







Proposed Legislation 


Shortly thereafter, the Commission proposed enactment 
of the “’Foreign Portfolio Sales Corporation Act of 1973.” 
One provision of that proposal would amend Section 

7(d) of the Act to authorize the Commission, in consider- 
ing applications by a foreign investment cornpany to re- 
gister, to “take into account the differing laws, regulations, 
customs and business conditions of particular countries and 
the adequacy of existing regulations in such countries.” 7/ 
The purpose of the suggested provision, as described by the 
Commission, is to: 


*“... provide greater flexibility under Section 7(d) 

to the Commission in allowing registration of foreign 
investment companies. This should better enable the 
Commission to administer the Act in light of develop- 
ments in foreign securities regulation and recent 
adoption of an OECD Code of proposed uniform 
standards for the regulation of investment compan- 
ies." 8/ 





! 


Sales Abroad of Securities of United States Investment 
Companies 


The Commission has also taken action to facilitate the sales 
overseas of securities of United States investment compan- 
ies. In its ‘‘Guidelines Concerning the Applicability of the 
Federal Securities Laws to the Offer and Sale outside of the 
United States of shares of Registered Open-end Investment 
Companies” (‘‘Guidelines”) promulgated on June 23, 1970 
(Investment Company Act Release No. 6082), the Commis- 
sion indicated that it considered the protections of the secur- 
ities laws to be applicable to United States investment com- | 
panies even when selling outside the United States. Among 
other things, the Guidelines made clear the Commission’s 

view that the registration requirements of the Securities Act 

of 1933 apply to shares of a registered open-end investment 
company offered and sold outside the United States to for- 
eign nationals and that the issuer should conduct such offer- 
ings by means of a prospectus not substantially different 

from the one used in the United States printed in a language 
understood by that segment of the foreign investing public 
being solicited. The Guidelines also expressed the Commis- 
sion’s view that while the provisions of the Act apply to an 
open-end company registered under the Act regardless of 

where its shares are sold, exemptive relief from the price 
maintenance provisions of the Act may be justified under 
appropriate circumstances with respect to overseas sales 

to foreign nationals. 


In recognition of the Commission’s position that the exten- 
sive pattern of investor protection provided by the United 
States securities laws was generally available to foreign in- 
vestors, German authorities have since permitted several 
United States investment companies to sell their shares in 
Germany. In addition, a number of United States companies 
are now selling in the European community outside of Ger- 
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many. Most recently, several United States investment com- 
panies have been permitted to sell their shares in Japan. 9/ 





The Current Situation 


Despite the action taken by the Commission looking to 
the registration of foreign investment companies and the 
substantial interest manifested in registering foreign in- 
vestment companies, to date only a small number of for- 
eign companies have actually registered under the Act. 10/ 
Recently, interest has been expressed in registering com- 
panies organized in Belgium, Germany, Japan, The Nether- 
lands and Switzerland. However, it appears that the pro- 
visions of Section 7(d) of the Act and Rule 7d-1 (taken 

as guidelines) are considered formidable obstacles to ob- 
taining the required permission of the Commission. Even 
where the proposed OECD Standard Rules are met, con- 
flicts between the laws of the company’s domicile and 

the United States securities laws raise substantial ques- 
tions as to whether registration may be permitted. 


In view of the foregoing, the Commission wishes to con- 
sider whether and how United States investors in for- 
eign investment companies permitted to register under 
the Act can be provided with adequate protection 
without unduly impeding the public offering of the se 
curities of such companies in the United States and the 
operation of such companies outside of the United 
States. 


Issues to be Addressed 


American investors have for many years manifested an in- 
terest in investing in foreign securities and, in view of the 
increasing internationalization of the securities markets, 
this interest may be expected to increase. As pointed out 
above, foreign investment companies could provide a val- 
uable medium for such investment. On the other hand, in- 
vestors in investment companies are in need of special 
protections, extending beyond disclosure, and the Invest- 
ment Company Act was a response to that need. Section 
7(d) of the Act expresses a policy that American investors 
in foreign investment companies should have the same 
protection. As the Senate and House Committees in their 
reports on that Act put it: 


“Foreign investment companies may not register as 
investment companies or publicly offer securities 

of which they are the issuer in the United States un- 
less the Commission finds that these foreign invest- 
ment companies can be effectively subjected to the 
same type of regulation as domestic investment 
companies.’ 11/ 


This objective has proven to be difficult to accomplish 
except in the case of some Canadian investment com- 
panies, which, essentially are controlled by Americans. 
Many foreign investment companies find it difficult, if 
not impossible, to comply fully with the Act because of 
the requirements of foreign law and practice; other in- 
vestment companies may be deterred by the requirements 
of Section 7(d). As discussed above, the Standard Rules 
afford certain of the protections provided by the Act and, 


in certain respects, provide additional protections. The 
basic question, therefore, is whether or not it is desirable, 
under present conditions, to relax certain of the restrictions 
in the Act with respect to foreign investment companies, 
particularly ‘those domiciled in OECD member countries 
which adopt the regulatory framework provided in the 
Standard Rules, and if desirable, how this can be done ina 
way which will not sacrifice essential investor protections. 


In view of the foregoing, the Commission requests 
on the following questions: 12, 


comment 


1. (a) What effect would increasing the number of foreign 
investment companies registered under the Act have on the 
United States capital markets, on domestic issuers of secur- 
ities, and on the domestic investment company industry? 
(b) Would easing requirements for acces invest- 
ment companies to the United States facilitate the entry of 
United States investment companies into foreign markets? 


Ss by Toreigr 


2. (a) Should the commission permit foreign investment 
companies to register under the Act under conditions and 
arrangements which do not provide protections equal to 
those provided under the Act and if so, what provisions 
of the Act should they not be required to meet? 


(b) Should any foreign investment company established in 
ar, OECD member country which has conformed with the 
Standard Rules and which company complies with such 
rules be permitted to register under the Act? 


(c) If not, what additional protections should be re 
quired? 

(d) Is it feasible and practical to require a foreign invest 
ment company to solicit proxies, or to provide United 
States investors with voting rights to elect directors, pass 
upon advisory and underwriting contracts, ratify the selec 
tion of auditors and pass upon any proposal to change 
fundamental investment policy or go out of the investment 
company business? 


(e) Is it feasible and practical to require a foreign invest- 
ment company subject to regulation in another country 
to comply fully with bookkeeping, record retention, valua 
tion and capital structure requirements of the Act and is 
it possible to provide adequate safeguards from overreach- 
ing by affiliated persons in a manner equal to that con- 
templated by Section 17 of the Act? 


(f) Can net asset value of the shares of a foreign investment 
company which invests in foreign securities be readily and 
reliably ascertained? 


(g) Must the Commission inquire into the adequacy of the 
foreign markets for the securities in the investment com- 
pany’s portfolio, particularly in the case of a company 
which has issued redeemable securities? 


(h) If it is not feasible and practical to apply these protec 
tions and safeguards with respect to a foreign investment 
company, what variations are possible in order to provide 
“equal” protections to United States investors? 
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3. (a) A fundamental touchstone of the Commission’s pro- 
gram for regulating United States investment companies 
involves a routine inspection. Can this be accomplished 
with respect to foreign investment companies? 


(b) Are the problems of surveillance and enforcement pre- 
sented by permitting foreign investment companies to 
register under the Act, especially in view of the laws of their 
respective jurisdictions of origin (including ‘‘secrecy” laws), 
capable of solution? Among other things, these problems 
include access to information abroad to determine the na- 
ture of transactions and to verify the manner in which they 
are being conducted, the policing of foreign broker rela- 
tionships with customers to ensure compliance with appli- 
cable United States law, and the extent to which foreign 
courts would honor judgments rendered by United States 
courts against foreign brokers doing business here. 


(c) Can foreign courts enforce, and is it likely that foreign 
courts will enforce, United States securities laws or United 
States judgments based on violations of those laws against 
such foreign persons? 


(d) What requirements are appropriate to assure adequate 
jurisdiction over a foreign investment company by United 
States courts? 


(e) Should the assets of such a company be kept in the 
United States or should a specified percentage of its offi- 
cers or directors be required to be United States citizens 
or residents? 


4. (a) To what extent would additional costs be incurred 
in regulating foreign investment companies and in enforc- 
ing the securities laws against them? 


(b) How should they be measured and should such mea- 
surement take into account varying distances from the 
United States? 


(c) If such additional costs should be borne by the registered 
foreign investment companies themselves, what procedure 
should be used to assess and obtain payment of the addi- 
tional costs and from whom should payment be obtained 
(e.g., as a class or otherwise)? 


5. Could foreign-exchange problems adversely affect 
United States investors in foreign investment companies 
with respect to payment of dividends and ability to re- 
deem shares and, if so, what protections are needed in 
this regard? 


6. Would the domestic investment company industry be 
unfairly disadvantaged if foreign investment companies 
were permitted to operate in the United States without 
being required to comply fully with the Act in essentially 
the same manner as domestic investment companies? 


7. (a) If all registered investment companies of the same 
type, domestic and foreign, are not required to meet essen- 
tially the same regulatory standards under the Act, what 
would prevent any investment company, domestic or for- 
eign, from organizing or reorganizing under the laws of the 


foreign country whose investment companies registered under 


the Act are subject to the regulation deemed least restric- 
tive? 
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(b) If such action were not prevented would not the quality 
of regulation tend to deteriorate? 








on 1 
(Se 
(c) How can such action be prevented? 197 
(d) Should the Commission entertain an application for regis- 2/ 
tration by a foreign investment company only if it has had A 
an operating history of not less than a specified period, say 3/ 
five years? a 
4/ 
8. (a) Would the flexible standard proposed for Section 7(d) 2“ 
as part Of the Foreign Portfolio Sales Corporation bill (H.R. 5/ 
8256, 93rd Cong. 1st Sess.) provide the Commission with pat 
adequate authority to deal with the registration needs of tra 
those foreign investment companies which desire to sell their No 
shares in the United States? Co 
1 
(b) If not, how might the bill be changed to clarify the Com- | 
mission’s authority? 6/ 
; Co 
9. (a) In the light of United States law and policy, particu- Ec 
larly the policies of the National Banking Act of 1933 (the Cc 
“Glass-Steagall Act’’) which is generally interpreted to restrict Ol 
bank participation in the management of an investment com- A\ 
pany, would it be in the public interest and consistent with Or 
the protection of investors in the United States to permit a 01 
foreign investment company to register under the Act where 
such company has an investment adviser, principal under- 7/ 
writer or broker which is a foreign bank or where it has an th 
officer, director, or employee who is an officer or director ta 
of a foreign bank? 
(b) Should the Commission concern itself with the possible sc 
circumvention of the provisions of the Glass-Steagall! Act by N 
United States banks through ownership or control of, or other 
interests in foreign banks which act as investment company 9 
underwriters? te 
e 
The Commission requests written comments and data or v 
other information on the enumerated questions and any other F 
matters relevant to the issues involved in registering foreign in- 
vestment companies under the Act. All such submissions p 
should be directed to George A. Fitzsimmons, Secretary, u 
Securities and Exchange Commission, 500 North Capitol f 
Street, N. W., Washington, D. C. 20549 by January 31, 1975, | f 
and should be designated File No. S7-539. 
ested in the questions relating to registration of foreign invest- 


ment companies in light of the formulation by the OECD of 
the Standard Rules, the Commission is aware that investment 
companies domiciled in non-OECD member countries may 
also wish to register under the Act and offer their securities ) 
in the United States. In view of this possibility, comments and | 
data and other information also may be submitted with respect | 
to the enumerated questions from the perspective of com- 

panies established in such other jurisdictions. Any such sub- | 
missions should be made at the time and place and in the 

manner noted above. 


; 
Although the Commission, as previously noted, is most inter- I 
( 


By the Commission. 


George A. Fitzsimmons 
Secretary } 
y 
1/ Public comments have been submitted to the Commission 









on this matter pursuant to the Commission’s invitation. 








(Securities Exchange Act Release No. 10634, February 8, 
1974.) 


2/ Investment Company Act Release No. 1945 (1954) 
3/ Id. at 1. 
4/ Id. at 2. 


5/ See e.g., Pan Australian Fund, Ltd., Investment Com- 
pany Act Release No. 8028 (1973); First American-Aus- 
tralian Investors, Ltd., Investment Company Act Release 
No. 6517 (1971); and American-South African Investment 
Company Ltd., Investment Company Act Release No. 2756 
(1958). 


6/ Standard Rules for the Operations of Institutions for 
Collective Investments in Securities (Organization for 
Economic Co-operation and Development, Paris, 1972). 
Copies may be purchased in the United States from 

OECD Publications Center, Suite 1207, 1750 Pennsylvania 
Avenue, N. W., Washington, D. C. 20006, at $2.25 each. 
Orders and inquiries may also be sent to OECD Publications 
Office, 2 Rue André-Pascal, 75 Paris 16c, France. 


7/ In 1973, Congressman Hartey O. Staggers introduced 
this proposed bill as H. R. 8256. No further action has been 
taken in the Congress and the bill is still pending. 


8/ SEC-Treasury Department Memorandum entitled “’De- 
scription of Foreign Portfolio Sales Corporation Proposal,” 
March 27, 1973, p. 7. 


9/ In accordance with the view of the Commission con- 
tained in the Guidelines, the Commission has granted ex- 
emption from the price maintenance provisions of the Act 
with respect to sales of securities in Germany (Pilgrim 
Fund Incorporated, \nvestment Company Act Release No. 
5968, February 10, 1970) and Japan (Dreyfus Fund Incor- 
porated, Investment Company Act Release No. 7631, Jan- 
uary 18, 1973; Keystone Custodian Funds, Inc. as Trustee 
for Keystone Custodian Fund, Series S-4, Investment Com- 
pany Act Release No. 7814, May 11, 1973). 


10/ At June 30, 1974, seven foreign companies with total 
net assets of about $500 million were registered under the 
Act. Of the seven registered, four are Canadian companies, 
one is a South African company, one is an Australian com- 
pany, and one is an English company. 


11/ S. Rep. No. 1775, 76th Cong. 3rd Sess. (1940), 13; 
H.R. Rep. No. 2639, 76th Cong. 3rd Sess. (1940), 13. The 
original bill which became the Investment Company Act, 

S. 3580, would have simply prohibited any foreign invest- 
ment company from making a public offering in the United 
States and would have permitted only domestic companies 
to register. The change to the present language was made 

in committee for reasons that are not entirely clear. 


12/ When used in the following questions, the term ‘‘for- 
eign investment company” means a foreign investment 
company domiciled in an OECD member country which 
has adopted the regulatory framework provided in the 


Standard Rules. 





[JVESTMENT COMPANY ACT OF 1940 
Release No. 8597/December 2, 1974 


In the Matter of 


AXE-HOUGHTON FUND B, INC. 
AXE-HOUGHTON STOCK FUND, INC. 
400 Benedict Avenue 

Tarrytown, New York 10591 


(812-3663) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
FOR AN EXEMPTION FROM SECTION 17(a) OF THE 
ACT AND PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


Axe-Houghton Fund B, Inc. (“Fund B’’) and Axe-Houghton 
Stock Fund, Inc. (“Stock Fund”) (collectively referred to as 
“Applicants’’), open-end, diversified, manangement invest- 
ment companies registered under the Investment Company 
Act of 1940 (the ““Act”), filed an application on July 1, 1974, 
and an amendment thereto on September 10, 1974, pursuant 


to Section 17(b) of the Act for an order of the Commission ex- 


empting from the provisions of Section 17(a) of the Act the 
purchase by Presidential Life Corporation of 70,912 shares 
of its common stock presently held by the Applicants, and 
pursuant to Section 17(d) of the Act and Rule 17d-1 there- 
under for an order of the Commission permitting the joint 
sale by the Applicants of the above-described securities to 
Presidential. 


On October 30, 1974, a notice (Investment Company Act 
Release No. 8561) was issued of the filing of said application. 
The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the application 
might be issued upon the basis of the information stated 
therein unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered and it is found that the terms 
of the proposed transaction, including the consideration to be 
paid or received, are reasonable and fair and do not involve 
overreaching on the part of any person concerned and that 


the proposed transaction is consistent with the policy of Fund 


B and Stock Fund and with the general purposes of the Act. 
It is further found that the participation of Fund B and Stock 
Fund in the proposed transaction is consistent with the provi- 
sions, policies and purposes of the Act and that neither Appli- 
cants’ participation is on a basis different from or less advan- 
tageous than that of other participants. 


IT IS ORDERED, pursuant to Section 17(b) of the Act, that 
the proposed transaction be, and hereby is, exempted from 
the provisions of Section 17(a) of the Act. 

IT iS FURTHER ORDERED, pursuant to Section 17(d) of 
the Act and Rule 17d-1 thereunder, that the application to 
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permit the proposed transaction be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8598/December 3, 1974 


in the Matter of 


INTERNATIONAL FUNERAL SERVICES OF 
CALIFORNIA, INC. 

2501 Grand Avenue 

Des Moines, lowa 50312 


(812-3598) 


NOTICE OF AND ORDER FOR HEARING ON APPLI- 
CATION PURSUANT TO SECTION 6(c) OF THE ACT 
FOR AN ORDER OF EXEMPTION FROM ALL THE 
PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that International Funeral 
Services of California, Inc. (‘“Applicant’’), an lowa corpor- 
ation, filed an application on February 4, 1974, pursuant 
to Section 6(c) of the Investment Company Act of 1940 
(“Act’’) for an order of the Commission exempting it 
from all the provisions of the Act. All interested persons 
are referred to the application on file with the Commis- 
sion for a statement of the representations contained 
therein, which are summarized below. 


Applicant, organized in August 1970 as the California 
based operating subsidiary of International Funeral Ser- 
vices, Inc., operates funeral homes, mausoleums, crema- 
tories and cemeteries, all of which offer professional ser- 
vices and merchandise relating to funerals in California. 


Applicant states that it is a common practice, particular- 
ly in California, for individuals to contract for funeral 
services in advance of need (hereinafter “‘pre-need con- 
tracts’’). California law requires that any cash or securi- 
ties paid in advance to fund pre-need contracts must be de- 
posited in trust. Applicant proposes to register under the 
Securities Act of 1933 $10,000,000 in aggregate princi- 
pal amount of its twenty year 442% Debentures (the 
“Debentures”) which would be offered to individuals 
who desire to fund pre-need contracts with securities 
rather than cash. 


Payment for the Debentures by individual pruchasers 
would be effected pursuant to subscription agreements 
providing for monthly payments over a three to five 
year period. The amount of each monthly installment 
would be determined by mutual agreement of the pur- 
chaser and Applicant based upon the aggregate principal 
amount of the Debentures purchased and the time period 
over which the purchaser elects to make payment. When 
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payments under a subscription agreement aggregate $100, 
a fully paid Debenture in like denomination would be 
issued. In the event a purchaser defaulted under his sub- 
scription agreement or desired to rescind such agreement, 
Applicant would refund all monies paid in excess of mul- 
tiples of $100. 


Under California law, trusts containing funds paid in ad- 


vance of need for funeral services are revocable at the option 
of the purchaser, except for trusts established by welfare re- 
cipients, provided revocation occurs prior to performance of 


such contract services. Pre-need contracts entered into with 
Applicant would not be binding on the customer and could 
be disaffirmed. All fully paid Debentures issued by Appli- 
cant represent irrevocable obligations of Applicant. In the 
event subscription agreements were rescinded, pre-need 
contracts were disaffirmed and trusts were revoked, pur- 
chasers of the Debentures would continue to be unsecured 
creditors of Applicant for the face amount of the Deben- 
tures plus interest at 442% compounded semi-annually. 


Performance of pre-need contracts by Applicant wouid be 
at prices prevailing at the time such contracts are perform- 
ed. Debentures, when applied toward payment of funeral 
services supplied by Applicant or any of its subsidiaries, 
would be honored at 110% of their face amount plus ac- 
crued interest irrespective of the maturity date of such De- 
bentures. The Debentures would be transferable, but Appli- 
cant asserts that the terms and interest rate thereof make it 
unlikely that a market for the Debentures would develop. 
The Debentures would not be recommended for ordinary 
investment purposes and would be offered only in connec- 
tion with the sale of funeral services on a pre-need basis. 
The Debentures would be sold by employees of Applicant 
who sell Applicant’s funeral services, pre-need contracts 
and other commodities relating to funerals and interments. 
Commissions not to exceed 4% of the Debentures sold 
could be paid to such employees from Applicant's working 


capital which would consist in part of the proceeds from the 


sale of the Debentures. Applicant states that the deduction 


of sales commissions would not impair the value of purchase 


payments or the principal amount of the Debentures in the 
first year or thereafter. 


Pursuant to a sinking fund arrangement, Applicant intends 
to redeem a specified amount of the Debentures in each 
year commencing with the tenth and ending with the 


twentieth year following the initial offering. The Debentures 


necessary to meet the sinking fund obligation could be ob- 
tained by Applicant by calling a specified percentage of the 
Debentures and redeeming them for cash or by delivering 
to the sinking fund trustee Debentures previously redeemed 
for funeral services. Applicant represents that, on the aver- 
age, individuals entering into pre-need contracts would 
utilize such services between seven and eight years from the 
contract date and, therefore, it is unlikely that Applicant 
would have to redeem a significant portion of the Deben- 
tures for cash at maturity or otherwise. 


Section 3(a)(2) of the Act defines “investment company” 
to mean any issuer which is engaged or proposes to engage 
in the business of issuing face-amount certificates of the 
installment type, or has been engaged in such business and 
has any such certificates outstanding. Section 2(a)(15) of 
the Act defines ‘’face-amount certificate” to mean, in part, 













































any certificate, investment contract, or other security 
} which represents an obligation on the part of its issuer to 

) pay a stated or determinable sum or sums at a fixed or 
determinable date or dates more than twenty-four months 
after the date of issuance, in consideration of the payment 
of periodic installments of a stated or determinable amount 
(which security shall be known as a face-amount certificate 
of the “installment type”’). 


Applicant submits that the Debentures are not the type of 
securities contemplated by the Commission or the Con- 
gress as Coming within the definition of a ““face-amount 
certificate”. Applicant contends that the purposes of the 
sections of the Act relating to face-amount certificate 
companies are intended to remedy abuses of and to in- 
clude only face-amount certificate companies which issue 
certificates in a manner substantially different from Appli- 
cant’s proposed offering. Applicant states that ameliora- 
tion of abuses by companies existing prior to the passage 
of Act, such as the lack of reserves necessary to meet lia- 
bilities under outstanding certificates, strict default provi- 
sions and inadequate cash surrender values in the first few 
years after issuance, was the principal thrust of the legis- 
lation. Applicant submits that the sale of the Debentures 
are not subject to these abuses since all Debentures when 
issued will be fully paid obligations of Applicant to pay 
the purchaser 100% of the face amount at maturity, no 
forfeiture penalty exists in the event a purchaser defaults 
on his subscription agreement and the sinking fund 
arrangement will provide a means whereby Applicant can 
discharge its obligations under the Debentures. 


{ Without conceding that it is an investment company as de- 
fined by Section 3(a)(2) of the Act, Applicant has applied 
for an exemption pursuant to Section 6(c) of the Act from 
all the provisions of the Act on the theory that it is primar- 
ily engaged in a business other than issuing face-amount 
certificates of the installment type. Section 6(c) of the 
Act provides, in part, that the Commission may condi- 
tionally or unconditionally exempt any person, security, 
or transaction, or any class or classes of persons, securi- 
ties, or transactions from any provisions,of the Act or of 
any rule or regulation under the Act, if and to the extent 
such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


Applicant asserts that the primary business engagement 
principal set forth in Section 3(b)(2) of the Act is, by an- 
alogy, applicable to its operations and provides the basis 
for granting the exemption. Applicant states that since its 
inception it has engaged only in the funeral services busi- 
ness and has never held itself out to the public as being 
engaged in any investment company activity. Applicant 
represents that the offering of the Debentures in connec- 
tion with the funding of pre-need contracts would enhance 
its ability to compete in the funeral service business. The 
proceeds derived from the sale of the Debentures would be 
used to expand, develop and enhance the funeral service 
facilities and operations of Applicant. All the officers and 
directors of Applicant engage in activities solely related 

to the funeral service business. It is stated that the source 
of Applicant’s operating income has been from the funeral 
service business and its assets all stem from engaging in 
such business. 











Applicant submits that, if it is required to register under 
the Act, the provisions of Section 28 of the Act applicable 
to face-amount certificate companies would necessitate sub- 
stantial changes in the type of offering it desires to make. 
Applicant states that since it is subject to the Securities Act 
of 1933, the Securities Exchange Act of 1934 and the Trust 
Indenture Act of 1939, the fairness of the offering as well as 
the disclosures concerning the protection given to purchas- 
ers will be subjected to review. Applicants assert that the 
requested exemption will be consistent with the protection 
of Debenture purchasers and the purposes fairly intended 
by the policy and provisions of the Act. 


It appears to the Commission that it is appropriate in the 
public interest and in the interest of investors that a hearing 
be held with respect to the application. Accordingly, 


IT 1S ORDERED, pursuant to Section 40(a), that a hear- 
ing on the aforesaid application under the applicable provi- 
sions of the Act and the rules of the Commission thereunder 
be held on the 21st day of January 1975 at 10,00 a.m., in 
the offices ot the Commission, 500 North Capitol Street, 

N. W., Washington, D. C. 20549. At such time the Hearing 
Room Clerk will advise as to the room in which such hearing 
will be held. Any person, other than the Applicant, desir- 
ing to be heard or otherwise wishing to participate in the 
proceeding is directed to file with the Secretary of the Com- 
mission, on or before the 19th day of January 1975, his re- 
quest pursuant to Rule 9(c) of the Commission’s Rules of 
Practice. A copy of such request shall be served personally 
or by mail (air mai! if the person being served is located 
more than 500 miles from the point of mailing) upon Appli- 
cant at the address noted above, and proof of service (by 
affidavit, or, in the case of an attorney-at-law, by certifi- 
cate) shall be filed contemporaneously with the request. 


IT IS FURTHER ORDERED that any officer or officers of 
the Commission to be designated by it for that purpose 
shall preside at said hearing. The officer so designated is 
hereby authorized to exercise all the powers granted to 

the Commission under Sections 41 and 42(b) of the Act, 
and to a hearing officer under the Commission’s Rules of 
Practice. 


The Division of Investment Management Regulation has ad- 
vised the Commission that it has made a preliminary examin- 
ation of the application, and that upon the basis thereof the 
following matters are presented for consideration without 
prejudice to its specifying additional matters upon further 
examination: 


(1) whether the Debentures proposed to be offered by Ap- 
plicant are face-amount certificates of the installment type; 


(2) whether Applicant is an investment company within the 
meaning of Section 3(a)(2) of the Act; and 


(3) whether the requested exemption is necessary or appro- 
priate in the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


IT iS FURTHER ORDERED that at the aforesaid hearing 
attention be given to the foregoing matters, and 
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IT iS FURTHER ORDERED that the Secretary of the 
Commission shall give notice of the aforesaid hearing by 
mailing a copy of this Order by certified mail to the Appli- 
cant, and that notice to all persons shall be given by publi- 
cation of this Order in the Federal Register, and that a 
summary of the Order shall be included in the ““SEC News 
Digest” and that a copy of this Order shall be published in 
the “SEC Docket.” 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8599/December 3, 1974 


in the Matter of 


CAPITAL RESERVE ASSETS, INC. 
611 West Sixth Street 
Los Angeles, California 90017 


(811-2491) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN IN- 
VESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Capital Reserve Assets, 
Inc. (“Applicant’’), registered under the Investment Com- 
pany Act of 1940 (the “‘Act’’) as a diversified, open-end, 
management investment company, filed an application on 
September 20, 1974, pursuant to Section 8(f) of the Act, 
for an order of the Commission declaring that Applicant 
has ceased to be an investment company as defined in the 
Act. All interested persons are referred to the application 
on file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized below. 


Applicant was organized as a Maryland corporation on May 
14, 1974 and registered under the Act by filing a Form 
N-8A Notification of Registration on May 31, 1974. The 
application states that Applicant has never filed a Registra- 
tion Statement on Form N-8B-1 nor any Registration 
Statement under the Securities Act of 1933. Applicant's 
Board of Directors has determined not to proceed with a 
proposed public offering of Applicant's securities. Applicant 
has no shareholders, assets, or liabilities and is not making 
and does not propose to make any public offering of its 
securities. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a regis- 
tered investment company has ceased to be an investment 
company, it shall so declare by order, and, upon the taking 
effect of such order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
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may, not later than December 30, 1974, at 5:30 p.m., sub- 











mit to the Commission in writing a request for a hearing ? the 
on the matter accompanied by a statement as to the nature gle 
of his interest, the reasons for such request, and the issues, , mM 








if any, of fact or law proposed to be controverted, or he may | th 
request that he be notified if the Commission shall order a ste 
hearing thereon. Any such communication should be ad- po 
dressed: Secretary, Securities and Exchange Commission, al 
Washington, D. C. 20549. A copy of such request shall be } ex 
served personally or by mail (air mail if the person being th 
served is located more than 500 miles from the point of of 
mailing) upon the Applicant at the address stated above. Bie: 
Proof of such service (by affidavit or, in the case of an attor- S 
ney-at-law, by certificate) shall be filed contemporaneously } of 
with the request. As provided by Rule 0-5 of the Rules and he 
Regulations promulgated under the Act, an order disposing 
of the application will be issued as of course following De- A 
cember 30, 1974, unless the Commission thereafter orders sh 
a hearing upon request or upon the Commission’s own mo- | he 
tion. Persons who request a hearing or advice as to whether of 
a hearing is ordered, will receive any notices and orders | u 
issued in this matter, including the date of the hearing (if cc 
ordered) and any postponements thereof. 
For the Commission, by the Division of Investment Man- ne 
agement Regulation, pursuant to delegated authority. A 

George A. Fitzsimmons 

Secretary C 








INVESTMENT COMPANY ACT OF 1940 
Release No. 8600/December 3, 1974 


In the Me ‘er of E 
FEDERAL STREET FUND, INC. } 
225 Franklin Street 

Boston, Massachusetts 02110 


(812-3721) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE ACT FOR AN ORDER EXEMPTING A 
PROPOSED TRANSACTION FROM SECTION 17(a) OF 
THE ACT 


~—— ie oe C. 


NOTICE IS HEREBY GIVEN that Federal Street Fund, Inc. / 
(“Applicant’’), a diversified, open-end management invest- 

ment company registered under the Investment Company 

Act of 1940, as amended (the “‘Act’’), filed an application \ 
on July 22, 1974, pursuant to Section 17(b) of the Act for 

an order of exemption from Section 17(a) of the Act to | 
permit the Estate of Howard Cullman (“‘Estate’’) to tender 
shares of Applicant for redemption in kind. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations contained 
therein, which are summarized below. 









Applicant was incorporated under the laws of Massachusetts 
and was created as a so-called ““exchange-type” fund. Except 
for shares offered to the stockholders of The Second Fed- 

eral Street Fund, Inc. (‘‘Second Federal’’) in connection with 























hm the merger of Second Federal into Applicant which took 
place in 1972, Applicant has not offered its shares of com- 

mon stock to the general public since the completion of 
the initial public offering of its shares in exchange for out- 
standing stock or other securities of various business cor- 
porations. Further, Applicant has not issued any addition- 
al shares since completion of said initial public offering 

| except with respect to shares issued in connection with 
the aforesaid merger, a 3 for 1 stock split effected as part 
of the aforesaid merger transaction, a 20 for 1 stock split 

| in 1962, acquisitions of the assets of private investment 
companies in 1968 and 1972, and shares issued in payment 
of various optional stock dividends to Applicant’s share- 
holders. 


Applicant, in the ordinary course of its business, redeems 

| shares tendered for redemption by its shareholders and 
has continuously followed the policy of paying the price 
of substantially all such redemptions in kind with securi- 
ties from its portfolio. Applicant states that it intends to 
continue this policy for the foreseeable future. 


Certain members of the Cullman family, who are closely 
related, beneficially own shares of the common stock of 
Applicant, as of October 30, 1974, as follows: 








Shares of Percentage of 
Federal Federal’s Out- 
| Cullman Stockholder Held standing Stock 
Trust U/W of Joseph F. 161,682 2.08 
Cullman, Jr. (Joseph F. 
Cullman 3rd, Edgar M. 
Cullman and W. Arthur 
Cullman, Trustees) 
Estate of Howard S. 
Cullman 64,300 0.83 
} (Marguerite W. Cullman, 
Joseph F. Cullman 3rd, 
| Hugh Cullman & Bank- 
t ers Trust Company, 
New York, Execu- 
tors) 
Joseph F. Cullman 3rd 183,469 2.36 
Edgar M. Cullman 187,859 2.42 
Hugh Cullman 18,440 0.24 
Nan O. Cullman as Custo- 5,000 0.06 
dian for Alexandra M. 
) Cullman U/New York 
Uniforms Gifts to 
Minors Act 
| W. Arthur Cullman, his 23,629 0.31 
children and their 
| spouses, and his 
grandchildren 
Frederick M. Danziger, 10,028 0.13 


Lucy C. Danziger and 
Edgar M. Cullman as 
Trustees U/Agreement 
dated December 26, 
1972 for benefit of 
Lucy C. Danziger, 
David M. Danziger 
and others 

















Shares of Percentage of 
Federal Federal’s Out- 
Cullman Stockholder Held standing Stock 
Frederick M. Danziger, 10,028 0.12 
Lucy C. Danziger and 
Edgar M. Cullman 
as Trustees U/Agree- 
ment dated December 
26, 1972 for benefit 
of Lucy C. Danziger, 
Rebecca B. Danziger 
and others 
Total 664,435 8.56% 








As of October 30, 1974, Applicant had 7,761,355 shares of 
its common stock outstanding. 


Applicant states that the Estate, which may be deemed to 
be an affiliated person of Applicant if its holdings are com- 
bined with the holdings of other members of the Cullman 
family, desires to redeem 30,500 shares of Applicant. 


Section 17(a) of the Act, as here pertinent, prohibits an 
affiliated person of a registered investment company, or 

any affiliated person of such a person, acting as principal, 
from selling to or purchasing from such registered company, 
or any company controlled by such registered company, any 
security, or other property. Section 17(b) of the Act pro- 
vides, however, that the Commission, upon application, may 
exempt a transaction from the provisions of Section 17(a) if 
evidence establishes that the terms of the proposed transac- 
tion, including the consideration to be paid, are reasonable 
and fair and do not involve overreaching on the part of any 
person concerned, and that the proposed transaction is con- 
sistent with the policy of the registered investment com- 
pany concerned and with the general purposes of the Act. 


Applicant, in accordance with its continuous redemption 
policy described above, wishes to pay the redemption price 
of the shares to be tendered for redemption by the Estate 
with one or more marketable securities from Applicant's 
portfolio. 


The portfolio securities of Applicant to be used to meet 
the redemption will be selected solely by Applicant in its 
investment discretion at the time of the redemption, and 
there is no arrangement or understanding with the executors 
of the Estate as to which securities will be used. Such port- 
folio securities will be valued in accordance with the valua- 
tion practices of Applicant (as set forth in its governing in- 
struments) for determining its net asset value per share as 
of the same time the net asset value of the Applicant’s 
shares tendered for redemption is determined. By paying 
the redemption price of its shares tendered by the Estate 
for redemption with portfolio securities, Applicant will be 
adhering to its policy, in effect since its inception, of pay- 
ing all redemptions of its shares, except for those involving 
an insubstantial amount, by delivery of portfolio securities. 
Applicant submits that if it were required to sell portfolio 
securities in order to raise cash to meet redemptions, it 
would, in consequence, be forced to realize substantial 
capital gains and thereby incur substantial capital gains 
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tax liability and the expense of brokerage commissions, 
all of which would be to the detriment of its shareholders. 
No realization of capital gains or incurring of brokerage 
commission expense by Applicant will occur upon a re- 
demption in which portfolio securities are delivered in 
satisfiaction of the redemption price. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than December 27, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on this matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and 
the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if 

the person being served is located more than 500 miles 
from the point of mailing) upon Applicant at the ad- 
dress set forth above. Proof of such service (by affida- 

vit or, in case of an attorney-at-law, by certificate) 

shall be filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the appli- 
cation will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a hear- 

ing is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if order- 
ed) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authoirity. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8601/December 3, 1974 


In the Matter of 


AXE-HOUGHTON STOCK FUND, INC. (DELAWARE) 
AXE-HOUGHTON STOCK FUND, INC. (MARYLAND) 


and 


AXE SCIENCE CORPORATION 
400 Benedict Avenue 
Tarrytown, New York 10591 


(812-3658) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING TRANSACTIONS FROM SECTION 17(a) 
OF THE ACT 
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Axe-Houghton Stock Fund, Inc. (‘Delaware Fund”), a 

Delaware Corporation, Axe-Houghton Stock Fund, Inc. 

(“Maryland Fund”), a Maryland corporation, and Axe 

Science Corporation (“Science Fund’’), a Maryland corpor- 

ation, (collectively hereinafter referred to as the ‘Appli- 

cants’’), each of which is a diversified open-end, manage- 

ment investment company registered under the Invest- 

ment Company Act of 1940 (the ‘““Act’’), have filed an 

application pursuant to Section 17(b) of the Act for an 

order of exemption from the provisions of Section 17(a) 

of the Act to permit (1) the proposed merger of Delaware | 

Fund into Maryland Fund and (2) the proposed merger 

of Science Fund and the surviving fund of the merger of | 
) 

















Delaware Fund and Maryland Fund. 


On October 31, 1974, a notice was issued (Investment 
Company Act Release No. 8564) of the filing of the appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued on the basis of the infor- 
mation stated in the application unless a hearing should 
be ordered. No request for a hearing has been filed and 
the Commission has not ordered a hearing. 


The matter has been considered and it has been found, ) 
on the basis of the information stated in the application, 
that the terms of the proposed transactions are reasonable 
and fair and do not involve overreaching on the part of any 
person concerned, and that the proposed transactions are 
consistent with the policies of the Applicants and with the 
general purposes of the Act. 


IT IS ORDERED, effective forthwith, pursuant to Section ky 
17(b) of the Act, that the proposed transactions as set / 
forth in the application be, and hereby are, exempted from 
the provisions of Section 17(a) of the Act. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. } 


George A. Fitzsimmons 
Secretary } 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8602/December 5, 1974 


In the Matter of 
CAPITAL SHARES, INC. 


and 


CAPITAL INVESTORS GROWTH FUND, INC. ) 
2727 Allen Parkway 
Houston, Texas 77019 


(812-3714) 








ORDER PURSUANT TO SECTION 17(b) EXEMPTING 
PROPOSED TRANSACTION 













@ 
| 
| 
| 


) 


Capital Shares, Inc. (““Capital’’) and Capital Investors 
Growth Fund, Inc. (“Growth Fund”) (collectively referred 
to as Funds”), both registered under the Investment Com- 
pany Act of 1940 (‘Act’) as open-end investment com- 
panies, filed an application on October 24, 1974, pursuant 
to Section 17(b) of the Act for an order of the Commission 
exempting from the provisions of Section 17(a) of the Act 
the proposed exchange of substantially all of the assets of 
Growth Fund for shares of Capital. 


On November 6, 1974, a notice (Investment Company 
Act Release No. 8573) was issued of the filing of said ap- 
plication. The notice gave interested persons an opportun- 
ity to request a hearing and stated that an order disposing 
of the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 


The matter having been considered it is found, on the 
basis of the information stated in the application, that the 
terms of the proposed transactions are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned, that they are consistent with the policies of 
Funds and that they are consistent with the general pur- 
poses of the Act. 


IT IS ORDERED pursuant to Section 17(b) of the Act, 
that the proposed transactions be and are hereby, ex- 
empted, from the provisions of Section 17(a) of the Act, 
effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8603/December 6, 1974 


In the Matter of 


THE ONE HUNDRED FUND, INC., 

GEORGE P. CAULKINS, JR., 

WILLIAM GRANT, GERALD M. GREENBERG, 
WALTER K. KOCH, E. WARREN WILLARD, 
SWANSON PROPERTIES, LTD., JAMES C. OWEN, JR., 
PAUL D. HOLLEMAN, RICHARD G. WOHLGENANT 
c/o Davis, Graham & Stubbs 

1200 American National Bank Building 

Denver, Colorado 80202 


(812-3635) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM 
SECTION 17(a) OF THE ACT 


On November 8, 1974, a notice was issued (Investment 
Company Act Release No. 8578) of the filing of an appli- 
cation on October 17, 1974, by The One Hundred Fund, 



























Inc. (the ““Fund’’), an open-end, diversified management 
investment company registered under the Investment Com- 
pany Act of 1940, as amended (‘‘Act”’), and George P. Caul- 
kins Jr., William Grant, Gerald M. Greenberg, Walter K. 
Koch, E. Warren Willard, Swanson Properties, Ltd., James 
C. Owen, Jr., Paul D. Holleman and Richard G. Wohlgenant 
(collectively referred to as the “‘purchasers”), for an order 
pursuant to Section 17(b) of the Act exempting from the 
provisions of Section 17(a) of the Act, the proposed transac- 
tions pursuant to which the Fund will sell shares of Denver 
Real Estate Investment Association (““DREIA”), an unin- 
corporated business trust formed under the laws of the 
State of Colorado on May 9, 1961, to purchasers, all of 
whom are persons who are either present or former Trust- 
ees, advisers or counsel of DREIA. The notice gave inter- 
ested persons an opportunity to request a hearing and 
stated that an order disposing of the application would be 
issued as of course unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 

has not ordered a hearing. 


The matter having been considered, it is found, on the basis 
of the information stated in the application, that the terms 
of the proposed transactions are reasonable and fair and do 
not involve overreaching on the part of any person concern- 
ed, that the proposed transactions are consistent with the 
policies of the Fund and that the proposed transactions 

are consistent with the general purposes of the Act. Ac- 
cordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transactions be, and are hereby, exempted 
from the provisions of Section 17(a) of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8604/December 6, 1974 


In the Matter of 


SAVINGS BANK INVESTMENT FUND 
50 Congress Street 
Boston, Massachusetts 02109 


(812-398) 


SUPPLEMENTARY ORDER PURSUANT TO SECTIONS 
6(c), 18(i) AND 22(e) OF THE ACT 


On November 6, 1974, a notice was issued (Investment 
Company Act Release No. 8574) of the filing of an applica- 
tion on September 23, 1974, by Savings Bank Investment 
Fund (“Applicant”), a corporation duly organized pursuant 
to a special act of the Massachusetts legislature, effective 
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August 8, 1945, and registered under the Investment Com- 
pany Act of 1940 (“Act”) as an open-end diversified invest- 
ment company, for a supplementary order pursuant to 
Sections 6(c), 18(i) and 22(e) of the Act declaring that the 
amendment of Applicant’s Charter effective September 12, 
1974, and the exercise by the Board of Directors of the 
authority granted thereby have no effect upon the validity 
of the exemptions from Section 13(a), 15(a), 16(a), 18(i), 
22(d) and (e), 24(d), 32(a)(2) and (3) of the Act granted 
by exemptive order dated December 17, 1946. The notice 
gave interested persons an opportunity to request a hearing 
and stated that an order disposing of the application would 
be issued as of course unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the supplementary order of exemption is ap- 
propriate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


IT 1S ORDERED that the application for an order supple- 
menting the December 17, 1946 order of exemption is 
granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8605/December 5, 1974 


In the Matter of 


PACIFIC SCHOLARSHIP FUND 
10538 N. E. 140th 
Kirkland, Washington 98033 


(811-2225) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission proposes, 
pursuant to Section 8(f) of the Investment Company Act 

of 1940 (the “‘Act’’), to declare by order on its own motion 
that Pacific Scholarship Fund (the ““Fund”’), registered 

under the Act as a closed-end, non-diversified, management 
investment company, has ceased to be an investment com- 
pany as defined in the Act. 


The Fund registered under the Act on September 7, 1971. 
Information in the Commission’s files indicates that the 
Fund was granted an order consenting to the withdrawal 
of its Registration Statement under the Securities Act of 
1933 on June 18, 1974 and made no public offering of its 
securities, it had no assets, and has been dissolved. 
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Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion, finds that a ( 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
taking effect of such order the registration of such company 
shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 30, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 

of his irlterest, the reasons for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Fund at the address stated above. Proof 
of such service (by affidavit or, in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of 
the matter herein will be issued as of course following De- 
cember 30, 1974, unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment | 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8606/December 5, 1974 


In the Matter of 


RAINIER INVESTORS, INC. 
c/o Owen P. Hughes, Esq. 
901 Tacoma Avenue South 
Tacoma, Washington 


(811-1857) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRATION 
PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission proposes, 
pursuant to Section 8(f) of the Investment Company Act of 
1940 (the “‘Act’’), to declare by order on its own motion 
that Rainier Investors, Inc. (‘Rainier’) registered under the 
Act as an open-end, diversified management investment com; 
pany, has ceased to be an investment company as defined i 
the Act. ' 































tion in the Commission’s files indicates that, pursuant to a 
plan of liquidation, all of the investments in Rainier’s port- 
folio have been liquidated, all debts have been paid, and the 
remaining assets have been distributed to Rainier’s share- 
holders. Rainier has no assets, has ceased doing business and 
has filed Articles of Dissolution with the Washington Secre- 
tary of State. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion, finds that a re- 
gistered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
taking effect of such order the registration of such com- 
pany shail cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 30, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reasons for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall 
be served personally or by mail (air mail if the person be- 
ing served is located more than 500 miles from the point 
of mailing) upon Rainier at the address stated above. Proof 
of such service (by affidavit or, in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
| with the request. As provided by Rule 0-5 of the Rules and 
“ 








Regulations promulgated under the Act, an order disposing 
of the matter herein will be issued as of course following 
December 30, 1974, unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing or advice as to 

whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 





| For the commission, by the Division of Investment Manage- 


| ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8607/December 5, 1974 


In the Matter of 

GRAY LINE CORP. 

c/o Morton J. Schlossberg, Esq. 
s, Suite 1010 
| 1251 Avenue of the Americas 
New York, New York 10020 
(811-2077) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 








Rainier registered under the Act on April 30, 1969. Informa- 


SECTION 8(f) OF THE ACT FOR ORDER DECLAR.- 
ING THAT COMPANY HAS CEASED TO BE AN IN- 
VESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Gray Line Corp. (““Appli- 
cant’), a closed-end diversified management investment com- 
pany registered under the Investment Company Act of 1940 
(“‘Act’’), filed an application on November 4, 1974 pursuant 
to Section 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment com- 
pany as defined in the Act. All interested persons are refer- 
red to the application on file with the Commission for a 
statement of the representations contained therein, which 
are summarized below. 


Applicant registered under the Act on June 29, 1970. On 
December 23, 1970, pursuant to application of the Commis- 
sion, a Trustee-Receiver was appointed for Applicant by the 
United States District Court for the Southern District of 
New York. After resignation of the original Trustee-Receiver, 
a successor Trustee-Receiver was appointed on January 14, 
1972. 


The Trustee-Receiver concluded, after disposition of Appli- 
cant’s only remaining portfolio stock for cash, that Appli- 
cant should be liquidated and petitioned the court for 
authority to adopt a Plan of Liquidation pursuant to Sec- 
tion 337 of the Internal Revenue Code. By an Order dated 
March 27, 1972, the Court authorized the Trustee-Receiver 
to adopt a Plan of Liquidation and to take all steps neces- 
sary to dissolve the corporation. 


The Plan of Liquidation has been completed. All remaining 
assets of Applicant have been distributed to its sharehold- 
ers, and Applicant conducts no business of any kind. All of 
its liabilities have been satisfied as of October 30, 1974, and 
all of its outstanding shares have been redeemed and can- 
celled, except for 12,411 shares which have not yet been 
located. Cash not distributed to shareholders in connection 
with the liquidating distributions will be held by disbursing 
agent for the statutory period and thereafter delivered to the 
State of New York pursuant to the laws of escheat. 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission upon application, finds that a registered in- 
vestment company has ceased to be an investment company, 
it shall so declare by order and, upon the effectiveness of 
such order, the registration of such company shall cease to 
be in effect. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than December 30, 1974 at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 

of his interest, the reason for such request and the issues, 

if any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Applicant at the address stated above. 
Proof of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed contemporan- 
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eously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of 
course following said date, unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8608/December 5, 1974 


In the Matter of 


CHESAPEAKE FUND, INC. 
527 St. Paul Street 
Baltimore, Maryland 21202 


(811-1201) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 


tion that Chesapeake Fund, Inc. (the ‘‘Fund’’), registered 
under the Act as an open-end, diversified management in- 
vestment company, has ceased to be an investment com- 
pany as defined in the Act. 


The Fund registered under the Act on February 28, 1963. 
Information in the Commission’s files indicates that on 
August 22, 1974, pursuant to the terms of a plan of re- 
organization, the Fund transferred all of its assets to First 
Multifund of America, Inc. (““Multifund”’), in exchange 
for shares of Multifund which were distributed pro rata 
to Fund shareholders in exchange for their shares. The 
Fund has no assets and has ceased doing business. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion, finds that a re- 
gistered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon tak- 
ing effect of such order the registration of such company 
shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 30, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 

on the matter accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the issues, 
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Act of 1940 (the “‘Act”), to declare by order on its own mo- 


if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon the Fund at the address stated above. 
Proof of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed contemporan- 
eously with the request. As provided by Rule 0-5 of the 
rules and Regulations promulgated under the Act, an order 
disposing of the matter herein will be issued as of course 
following December 30, 1974, unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8609/December 6, 1974 


See Securities Act Release No. 5545/December 6, 1974. 
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Litigation Release No. 6611/December 2, 1974 


SEC v. GENERAL HOST CORP., et al. 


The Securities and Exchange Commission announced that on 
November 13, 1974, Judge Edward Weinfeld of the United 
States District Court for the Southern District of New York 
signed a Final Judgment of Permanent Injunction and Man- 
datory Relief against Richard C. Pistell (‘Pistell’’) a defendant 
in the captioned action. Pistell consented to the Judgment 
without admitting or denying the allegations contained in 
the Commission’s Complaint. The Judgment enjoins Pistell 
from violations of all sections of the federal securities laws 
which he was alleged to have violated, 1/ which include the 
anti-fraud provisions of the Securities Act and the Exchange 
Act, and the anti-manipulation provisions of the Exchange 
Act. 
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Pistell was Chairman of General Host Corp. at the time the 
alleged violations were committed. He is no longer Chair- 
man. 


The complaint charged Pistell with violations relating to 
three matters: (1) the 1968 merger between General Host 
and Li’l General Stores, Inc., (2) the 1968-1969 attempt by 
Host and its allies to acquire control of Armour and Com- 
pany, and (3) transactions between General Host and Gold- 
field Corp., a corporation having common management 
with that of Host. 


The Judgment orders as Mandatory Relief that Pistell 

pay money to Goldfield Corp. representing interest on 
money borrowed by Pistell as a part of his allegedly illegal 
conduct. 


The action is pending against other defendants. 
For further information, see Litigation Release No. 5699 


1/ They are: Securities Act of 1933: Section 17(a); Se- 
curities Exchange Act of 1934: Sections 9(a)(2), 10(b), 
13(a), 13(d), 14(a), 14(e) and 16(a), and Rules 10b-5, 
10b-6, 13a-11, 13d-1, 13d-2, 14a-9 and 16a-1 thereunder; 
Investment Company Act of 1940: Sections 17(a) and 
17(d) and Rule 17d-1 thereunder. 





Litigation Release No. 6612/December 3, 1974 


US v. FLETCHER D. FISHER, et al. 
(U.S.D.C. Oregon CR 73-262) 


Sidney |. Lezak, United States Attorney for the District of 
Oregon, and Jack H. Bookey, Administrator of the Seattle 
Regional Office of the Securities and Exchange Commis- 
sion, today announced that the Honorable Gus J. Solo- 
mon, Senior Judge of the United States District Court for 
the District of Oregon, sentenced the following named 
four individuals on November 25, 1974 as follows: 


Fletcher D. Fisher 
a/k/a Fletcher DeFisher 
Clayton, Idaho 


2 years in a Federal 
Penitentiary and a 
$5,000 fine. 


Loren W. Schlafke 
MacKay, Idaho 


2 years in a Federal 
Penitentiary suspended 
on condition he serve 
6 months in jail, plus 
2% years probation and 
a $2,500 fine. 


Dery! F. Christiansen 
Salem, Oregon 


2 years in a Federal 
Penitentiary suspended 
on condition he serve 
6 months in jail, plus 
2% years probation and 
a $2,500 fine. 


Ronald F. Johnston 
Sheridan, Oregon 


3 years probation and 
a $1,500 fine. 


The above named defendants had been charged in a six- 
teen count indictment that alleged violations of the regis- 
tration and antifraud provisions of the Securities Act of 
1933 and violations of the mail fraud and conspiracy 
statutes. 


The indictment charges arose out of the defendants’ activ- 
ities in the sale of the securities of Silver Star Mines, Inc., 
an Oregon corporation, Clayton Silver Star Mines, Inc., 
an Idaho corporation, and Fisher International, Inc., a 
Washington corporation. 


As part of plea bargaining agreements shortly prior to the 
scheduled trial date, the defendants each entered pleas of 
guilty to one indictment count charging a violation of 
the registration provisions of the Securities Act and the 
remaining counts were dismissed at the time of senten- 
cing. In addition, all charges against a fifth defendant, Al- 
fred V. Fisher of Clayton, Idaho, were dismissed. 


For further details see Litigation Release Nos. 4550, 
4732, 6136 and 6529. 





Litigation Release No. 6613/December 3, 1974 


SEC v. SVEA TRUST COMPANY, S. A., et al. 
(S.D. Texas Civil Action No. 73-H-1585) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
announced today that on November 20, 1974, Federal Dis- 
trict Judge Carl O. Bue, Jr., at Houston, Texas, entered an 
order of permanent injunction by consent against George 
Lee Conway, New York City, formerly of Houston, Texas, 
forbidding future violations of various provisions of the 
federal securities laws. 


Conway consented to the Court's order without admitting 
or denying the allegations of the Commission’s complaint 
which charged him with violations of the registration and 
anti-fraud provisions of the federal securities laws in the 
ofter and sale of certificates of deposit and letters of cre- 
dit issued by SVEA Trust Company (formerly Societe 
Anonyme de Refinancement and Northern Trust Company, 
S.A.) of Geneva, Switzerland. 


For further information see Litigation Release No. 6156 and 
Securities Act of 1933 Release No. 5375. 





Litigation Release No. 6614/December 3, 1974 


SEC v. HIRSCHFELD BANK OF COMMERCE 
(E.D. Va., Norfolk Division, Civil Action No. 74-533-N) 


William R. Schief, Administrator of the Washington Region- 
al Office of the Securities and Exchange Commission, an- 
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nounced that on November 27, 1974, the Commission filed 
a Complaint for Preliminary and Permanent Injunction in 
the United States District Court in Norfolk, Virginia charg- 
ing Hirschfeld Bank of Commerce of Virginia Beach, Vir- 
ginia with violations of the anti-fraud provisions of the Se- 
curities Act of 1933 and the Securities Exchange Act of 
1934. 


The Commission’s complaint alleges that the defendant has 
been offering for sale and selling securities, namely the 
common stock of Hirschfeld Bank of Commerce (HBC) 
while making false and misleading statements and omissions 
of material facts. The case involves the purported “‘exclu- 
sive rights offer” by HBC to shareholders of record of sev- 
eral ““designated companies” and to customer accounts of 


other enumerated corporations when, according to the Com- 


mission’s complaint, the rights offer was not so limited. 
Other false and misleading statements concern, among 
other things, the relationship or affiliation between HBC 
and the “designated companies”; the endorsement by the 
“designated companies” of the merits of the offering and 
that inspections would be regularly made and insurance 
issued by the Federal Deposit Insurance Corporation. 


The Complaint further alleges that the defendant omitted 
to state material facts, including, among other things, cer- 
tain significant risk factors inherent in this type of offer- 
ing, including the existence of competitors with greater 
assets than HBC, the limited banking experience of man- 
agement, the lack of operating history of HBC, and the 
possibility that insufficient sales of stock may occur 
which would severely limit the ability of HBC to conduct 
its proposed business; the intended use of proceeds from 
the sale of HBC common stock; and the financial condition 
of HBC, including current assets and liabilities. 





Litigation Release No. 6615/December 3, 1974 


US v. LESLIE ZACHARIAS, et al. 
(U.S.D.C., Mass.) 


Floyd H. Gilbert, Regional Administrator of the Boston Re- 
gional Office of the Securities and Exchange Commission, 


James N. Gabriel, U. S. attorney for the District of Massachu- 


setts and Gerald E. McDowell, Chief Attorney of the New 
England Organized Crime Strike Force, announced that on 
November 26, 1974, a Federal grand jury in Boston filed a 
59-count indictment against: (1) Leslie Zacharias, current- 
ly incarcerated in the Lewisberg Penitentiary; (2) Louis 
Martino, 1700 Legion Drive, Winter Park, Florida, former 
president of Pollution Dynamics Corp. of Rochester and 
Hollywood, Florida; (3) Norman Brodsky, 106 Bayside 
Drive, Glen Beach, New York, former attorney for Pollu- 
tion Dynamics Corp.; (4) Albert Rubenstein, an attorney, 
8711S. W. 41st Terrace, Miami, Florida; (5) Arthur 
Souretis, Damon Point Circle, Marshfield, Mass., a former 
salesman for Security Planners Associates of Boston, Mass.; 
and (6) Fritz Johnson, 20 Clift Street, Staten Island, New 
York, a former salesman and trader for Russell & Saxe. 
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Also named as co-conspirators but not as defendants were 
Betty Johnson, Security Planners Associates, Inc., and 
Russell & Saxe. 











The defendants were charged with mail fraud, violations of 





inv 
the registration and antifraud provisions of the Federal res| 
securities laws and conspiracy in connection with an unlaw- for 
ful scheme to distribute large quantities of unregistered 
stock of Pollution Dynamics Corp. In furtherance of the 2. 
scheme to distribute these unregistered shares, the defend- anc 
ants willfully and knowingly made false and misleading state- tio 
ments to investors concerning, among other things, Pollu- 
tion Dynamics’s financial condition, assets, business opera- 3. 
tions, profits, control persons, merger prospects and value ant 
of Pollution Dynamics’ common stock. tio 
pul 
The indictment was the culmination of an investigation con- 
ducted by the New England Strike Force, the Securities and 4. 
Exchange Commission and the United States Postal Service. ant 
the 
5. 
no 
an 
Litigation Release No. 6616/December 3, 1974 ex 
ves 
SEC v. WESTERN PACIFIC GOLD AND SILVER 6. 
EXCHANGE CORPORATION, et al. tic 


Robert H. Davenport, Administrator of the Denver Regional Th 
Office and Gerald E. Boltz, Administrator of the Los Angi » re 
Regional Office of the Securities and Exchange Commission¥ MM le 
announced that on November 29, 1974, the Securities and rir 
Exchange Commission filed ¢ complaint in the United States re 


District Court in Las Vegas, Nevada alleging that Western an 
Pacific Gold and Silver Exchange Corporation, also known Cr 
as Western Pacific Coin and Silver Exchange Corporation, a in 
Delaware corporation with its principal place of business in wi 
Las Vegas, Nevada, Sun-Star Foundation, Las Vegas, Nevada, | __ ti 
James Ray Houston aka Sun Ray Star, Las Vegas, Nevada, de 
Stanton L. Anondson, Las Vegas, Nevada and Robert C. } al 
Evans violated certain provisions of the federal securities laws th 
and seeking a temporary restraining order, preliminary in- yp 
junction and final judgment against those parties prohibiting fe 
them from violating the registration and antifraud provisions tr 
of the Securities Act of 1933 and the antifraud provisiions ct 


of the Securities Exchange Act of 1934. 


The complaint alleges, among other things, that the defend- 
ants have been and now are offering for sale and selling cer- | 

tain securities issued by Western Pacific Gold and Silver Ex- 

change Corporation and Western Pacific Coin and Silver Ex- L 
change Corporation and the defendants, namely investment 
contracts, certificates of interest or participation in profit 
sharing agreements, evidences of indebtedness and interests 
and instruments commonly known as a security in the form 
of investment interests in gold coin and silver represented 
by gold coin and silver sales agreements, consisting of repre- 
sentations, agreements and services which are to be provided 
by the defendants, which representations, agreements and 
service arrangements are both express and implied which 
make the transactions securities. The complaint further 
alleges that the defendants omitted to state, among other 
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@ things, and the facts were that: 


1. Western Pacific Gold and Silver Exchange Corporation 
and Western Pacific Coin and Silver Exchange Corporation 
investment agreements are written without acquiring cor- 
| responding gold coins and silver, or silver futures contracts 
} for each contract sold to investors; 


2. Western Pacific Gold and Silver Exchange Corporation 
and Western Pacific Coin and Silver Exchange Corpora- 
te- tion pay investors by raising funds from other investors; 


3. Western Pacific Gold and Silver Exchange Corporation 
and Western Pacific Coin and Silver Exchange Corpora- 
tion could not and cannot fulfill their guarantees to re- 
purchase gold coins and silver from investors; 





d 4. Investors’ funds are not being used to acquire silver 
| and gold coins and are being diverted and.converted to 
| the use of defendants; 


5. Silver is not stored in an independent storage facility, 
nor is the investor's silver segregated from the silver of 
another investor. In fact, little, if any, silver presently 
exists in storage or otherwise for the accounts of in- 
vestors who requested storage; and 


| 6. Western Pacific Gold and Silver Exchange Corpora- 
tion is insolvent. 


| The complaint also seeks, among other things, an order 
tk , restraining and enjoining the defendants from altering, 
DS MM Jestroying, concealing, disposing, dissipating, transfer- 
ring, or removing any books, records, documents, cor- 
25 respondence, funds, or assets of Western Pacific Gold 
and Silver Exchange Corporation and Western Pacific 
Coin and Silver Exchange Corporation, an order appoint- 
ing a receiver of all assets and property of the defendants 
which have been received as a result of the acts and prac- 
a, tices described in the complaint, an order requiring the 
defendants to provide the court with an accounting of 
| all funds received from investors in connection with 
WS the silver investment agreements of the defendants sold 
by the defendants as well as an order requiring the de- 
fendants to disgorge any and all funds or silver which 
Ss they have received as a result of their sales and/or pur- 
chases of the securities described in the complaint. 





Litigation Release No. 6617/December 3, 1974 


US v. MARTIN D. NASS 


John L. Briggs, U. S. Attorney for the Middle District of 

Florida, Jule B. Greene, Regional Administrator of the At- 
d lanta Regional Office, and Michael J. Stewart, Associate 
Regional Administrator, Miami Branch Office of the Se- 
curities and Exchange Commission, announced that on 
November 22, 1974, a Federal Grand Jury sitting in Or- 
ando, Florida, returned a 13-count indictment against 
Martin D. Nass of Daytona Beach, Florida. 













The indictment charges the defendant with criminal vio- 
lations of the anti-fraud provisions of the Securities Act 
of 1933, and the anti-fraud provisions of the Securities 
Exchange Act of 1934, as well as the interstate transpor- 
tation of fraudulently obtained bank drafts. 


The defendant, formerly vice president and office manager 
of Thomson & McKinnon, Auchincloss Kohimeyer, Inc.'s 
Daytona Beach, Florida branch office, is charged with re- 
moving funds from customer accounts, and selling non- 
existent bonds and certificates of deposit to customers of 
Thomson & McKinnon, Auchincloss, KohIlmeyer and con- 
verting the proceeds to his own use and benefit. 





Litigation Release No. 6618/December 5, 1974 


SEC v. WESTERN PACIFIC GOLD AND SILVER ExX- 
CHANGE CORPORATION 
(Civil Lv. 74-188, RDF) 


Robert H. Davenport, Administrator of the Denver Regional 
Office, announced that the Honorable Roger D. Foley, 
Chief Judge, U. S. District Court for the District of Nevada, 
entered a Temporary Restraining Order on November 29, 
1974 enjoining and restraining Western Pacific Gold and 
Silver Exchange Corporation, aka Western Pacific Coin and 
Silver Exchange Corporation, Sun Star Foundation, James 
Ray Houston, Stanton L. Anondson, and Robert C. Evans 
from violating the registration and antifraud provisions of 
the Securities Act of 1933, as amended, and the antifraud 
provisions of the Securities Exchange Act of 1934 in the 
offer and sale of securities in the form of silver investment 
agreements or any other securities of any issuer whatsoever. 


The Court further restrained the defendants from altering, 
destroying, concealing, disposing, dissipating, transferring, 
or removing any books, records, documents, correspond- 
ence, funds or assets of defendants, Western, Pacific Gold 
and Silver Exchange Corporation and Western Pacific Coin 
and Silver Exchange Corporation. 


The Court appointed Robert Broadbent as receiver for all 
assets and property of, belonging to or in possession of the 
defendants which have been received as a result of the acts 
and practices complained of in the complaint. 


The Court also entered an order requiring the defendants 
to show cause at 1:30 p.m. on December 12, 1974 why a 
Preliminary Injunction should not be entered. 


Western Pacific Gold and Silver Exchange Corporation filed 
a Chapter XI petition in the U. S. District Court for the Dis- 
trict of Nevada on November 29, 1974 (BK-LV74-890) 
simultaneously with the filing of the complaint by the Com- 
mission. 
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Litigation Release No. 6619/December 5, 1974 


SEC v. APOLLO ENTERPRISES, INC., et al. 
(D. Nebr. Civil Action No. 74-0-327) 


Robert H. Davenport, Regional Administrator of the Den- 
ver Regional Office of the Securities and Exchange Com- 
mission, today announced the filing of a civil complaint 
in the United States District Court for the District of 
Nebraska at Omaha, Nebraska, on November 25, 1974, 
against Apollo Enterprises, Inc., Paul B. Stella, G. E. 
“Dave” Fuller, Vern Hoffman, Sebastian Basilico, Adrien 
Schmidt and Robert Schell, all of Nebraska, seeking to 
enjoin them from violating the registration and the anti- 
fraud provisions of the Securities Act of 1933, as amended 
and the antifraud provisions of the Securities Exchange 
Act of 1934, as amended. 


The compiaint alleges, among other things, that all of the 
defendants except Vern Hoffman violated certain provi- 
sions of the Federal Securities Laws in connection with 
certain offerings of fractional undivided oil and gas 
interests issued or offered by Apollo Enterprises, Inc. 
and that the defendants Paul B. Stella, G. E. “Dave” 
Fuller and Vern Hoffman violated certain provisions 

of the Federal Securities Laws in connection with cer- 
tain offerings of fractional undivided oil and gas inter- 
ests issued or offered by Apollo Oil Company, Inc. 


Contemporaneously, there was filed a motion for pre- 
liminary injunction with supporting papers. The motion 
has been set for hearing before the Court on December 
16, 1974 at 9:30 a.m. 





Litigation Release No. 6620/December 5, 1974 


SEC v. WORLD-WIDE REALTY AND INVESTING COR- 
PORATION AND VINCENT ANDREWS 
(District of Columbia Civil Action No. 467-71) 


The Securities and Exchange Commission (‘“Commission”’) 
announced the filing on December 2, 1974 of a Motion to 
Adjudge World-Wide Realty and Investing Corporation 
(“World-Wide”), Lighthouse Point, Florida, and its Presi- 
dent, Vincent Andrews (““Andrews’’), New York City, in 
civil contempt of the court order entered by U. S. Dis- 
trict Court Judge Charles Richey on October 15, 1971, 
requiring World-Wide to file with the Commission at its 
headquarters in Washington, D. C. within specified time 
certain delinquent periodic reports, and enjoining World- 
Wide from further failing to timely and properly file 
annual, quarterly, and other reports with the Commission. 


In addition to alleging prior non-compliance with the re- 
porting provisions of the Securities Exchange Act of 
1934 (“Exchange Act’’), the Commission alleges World- 
Wide has failed to file with the Commission its annual 
report on Form 10-K for the fiscal year ended April 30, 


658/SEC DOCKET 









The 
1974, and has failed to file quarterly reports on Form 10-0 tile 
for the respective fiscal quarters ended July 31, 1973, Da 





October 31, 1973, January 31, 1974 and July 31, 1974. Nati 
| ciall 

The Commission also requests the U. S. District Court for Mr. 
the District of Columbia to enter an order which will pro- false 
tect the shareholders and creditors of World-Wide and will For 
effectuate prompt compliance with the court’s order of | The 
October 15, 1971. cou 
qui: 

tior 

Mr. 

Litigation Release No. 6621/December 5, 1974 | ise 


SEC v. TRAVEL MANAGEMENT CORPORATION AND 
GILBERT G. ZIMMERMAN Lit 
(District of Columbia Civil Action No. 2420-72) 


| SE 
The Securities and Exchange Commission (“Commission”) | JR 
announced the filing on December 4, 1974, of a Motion to (D 
Adjudge Travel Management Corporation (‘Travel Manage- 
ment’’), Chicago, Illinois, and its President, Gilbert G. Wi 
Zimmerman (“Zimmerman”), Rancho Mirage, California, in Re 
civil contempt of the court order entered by U.S. District | th 
Court Judge William B. Bryant on March 21, 1973, requir- | Jy 
ing Travel Management to file with the Commission at its | of 
headquarters in Washington, D. C. within a specified time en 
certain delinquent periodic reports, and enjoining Travel bu 
Management from further failing to timely and properly Re 


file annual, quarterly, and other reports with the Commis (. 


) 
sion. ‘ iu 





The Commission also requests the U. S. District Court for de 
the District of Columbia to enter an order which will pro- re 
tect shareholders and creditors of Travel Management and si 
will effectuate prompt compliance with the court's order i si 
of March 21, 1973. pl 
R 
In addition to alleging prior non-compliance with the re- d 
porting provisions of the Securities Exchange Act of 1934 | yj 
(‘Exchange Act’’), the Commission alleges Travel Manage- at 
ment has failed to file with the Commission its annual re- : = 
port on Form 10-K for the fiscal year ended June 30, ti 
1974, and has failed to file its quarterly reports on Form 
10-O for the respective fiscal quarters ended September 30, T 
1973, December 31, 1973, March 31, 1974, and September \ 
30, 1974. ' Cc 
\ 
Litigation Release No. 6622/December 5, 1974 ¢ 
t 
US v. DAVIES ( 
S.D.N.Y. 74 Crim. 985 ;% 
The Securities and Exchange Commission and Paul J. Curran, | | 


United States Attorney, for the Southern District of New 
York, announce that the grand jury has returned an indict- 
ment against John G. Davies. Mr. Davies, an attorney, was 
the general counsel and secretary of the National Student 
Marketing Corporation. This indictment supercedes the pre: } 
vious indictment in United States v. Randell, 74 Crim. 43, 
as to Mr. Davies. 








The indictment charges Mr. Davies with twelve counts of 
s | tiolation of the Federal securities laws. Mr. Davies is 
eed with conspiring to raise and maintain the price of 
National Student Marketing Corporation stock at artifi- 
| cially inflated ievels through various fraudulent means. 
Mr. Davies is charged with two separate counts of making 
false and misleading statements in a proxy statement and 
Form 10-K required to be filed with the SEC in 1969. 
The indictment further charges Mr. Davies with nine 
counts of violation of Rule 10b-5 with respect to nine ac- 
quisitions made by National Student Marketing Corpora- 
| tion from late October 1969 through January 1970. 


Mr. Davies has pleaded not guiity to all counts. The trial 
is expected to be in February, 1975. 





Litigation Release No. 6623/December 6, 1974 


‘+ SECv. DYNAVEST FUND, INC., JOSEPH J. REGA, 
) | JR, MICHAEL W. REGA, RONALD G. E. SMITH 
) (D. N.J. 74 c 1807) 


William D. Moran, Regional Administrator of the New York 


in | Regional Office announced that on December 2, 1974, 
the Honorable Herbert J. Stern, United States District 
Judge, District of New Jersey issued a Final Judgment 


of Permanent Injunction and Order Appointing a Receiver 


enjoining Dynavest Fund, Inc., whose principal place of 


business ¥- in Hasbrouck Heights, New Jersey, Joseph J. 


Rega, Jr., (““Rega’’) of Fairfield, New Jersey, and Michael 

cy J. Rega (' ‘Michael Rega’’) of Wyckoff, New Jersey from 
iurther violations of the provisions of the Investment 
Company Act of 1940 relating to distribution and re- 
demption of fund shares, falsification of reports and 
records, affiliations of directors, filings with the Commis- 
sion, and maintaining books and records add the provi- 

| sions of the Securities Act of 1933 relating to the use of 

prospectuses. The Decree also permanently enjoined 

Rega and Michael Rega from acting as (a) an officer, 

director, member of any advisory board, investment ad- 


viser, or depositor of any registered investment company; 


and/or (b) principal underwriter of any registered open- 
end company, unit investment trust or face amount cer- 
tificate company. 


), The Decree also appointed Richard A. Levin, Esq. of 
Newark, New Jersey as the receiver of the books, re- 
cords, properties, monies and assets of Dynavest Fund, 
Inc. 


Defendants Dynavest Fund, Inc., Rega and Michael Rega 

consented to the Final Judgment of Permanent Injunc- 

tion and Order Appointing a Receiver without admitting 

or denying the allegations contained in the Commission's 
} Complaint. 


For further details see Litigation Release No. 6610. 





‘itigation Release No. 6624/December 6, 1974 


US v. DALTON C. SMITH, et al. 








(SD. CA. CR NO. 74-2277) 


Harry D. Steward, United States Attorney for the Southern 
District of California, Richard P. Crane, Attorney-in-Charge 
of the Los Angeles Organized Crime Strike Force, and 

Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office of the Securities and Exchange Commission announced 
that on November 21, 1974 the Federal Grand Jury in San 
Diego, California indicted eight men involved in the manipula- 
tion of the stock of a La Jolla, California based company, the 
Patterson Corporation. 


Charged in the eleven-count indictment are Dalton C. Smith, 
50, San Diego; Richard B. Anderson, 43, La Jolla; Edward A. 
Zuber, 34, Costa Mesa, California; Larry A. Carr, 37, formerly 
of Atlanta but now living in El Salvador; Lawrence D. Share, 
31, Coral Gables, Florida; Cleo H. Bullard, Las Vegas, Nevada; 
Charles D. Linza, Garden Grove, California and Joseph R. 
Merola, 49, Miami, Florida. 


The indictment charges that these defendants conspired to sell 
unregistered securities, to use fraud in the sale of securities, 
and to use manipulative and deceptive devices in the purchase 
and sale of securities with the objective of manipulating the 
price of the common stock of the Patterson Corporation, 
which had no quoted market price, to $10 per share. Speci- 
fic sales of unregistered shares of Patterson stock are also 
charged in the indictment as are fraud in the sales of those 
securities through use of false and misleading financial reports 
and information sheets, and attempts to manipulate the 
marketplace by offering and making cash payments to persons 
who sold or aided in the sale of Patterson stock. 


The indictment also charges that Midland Services Under- 
writers, Inc. of Atlanta, Georgai, was acquired by Patterson 
Corporation through fraudulent means and that large sums of 
money were then diverted from the trust accounts of that 
Atlanta insurance agency. 


Also charged in the indictment are two counts of filing false 
bank loan applications. 


Trade in Patterson Corporation stock was suspended by the 
Securities and Exchange Commission on November 21, 1973. 
U. S. Customs agents on February 21, 1974, seized Patter- 
son’s helicopter parts inventory on the docks at San Pedro 

as they were being prepared for shipment to El Salvador 
without the necessary permit from the Munitions Control Di- 
vision of the State Department. 


On April 11, 1974 the Commission filed a complaint for in- 
junction against Patterson Corporation and related parties. 
Injunctive orders have been entered against all parties in 
that action. For further information see Litigation Releases 
6316, 6406, 6413 and 6565. 








TRUST INDENTURE 
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TRUST INDENTURE ACT OF 1939 
Release No. 373/December 6, 1974 


The Securities and Exchange Commission has issued an 
order under the Trust Indenture Act (““Act’’) on applica- 
tion of Allied Products Corporation that the trusteeship 
of Continental Illinois National Bank and Trust Company 
in Chicago (“Continental”) under two indentures is not 
so likely to involve a material conflict of interest as to 
make it necessary to disqualify Continental from acting 
as trustee. 
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